




INCOME TAX 


TWELFTH EDITION. 


MOTILAL BANARSIDASS 

DELHI :: VARANASI :: PATNA 


1933. 



PRINTED IN INDIA BY 8I1ANTILAL JAIN, SHRl JAINENURA PRESB, BUNOALOV^ ROAD, 
JAWAHAR NAOAR, OELHX-7 AND PUBLISHED BY SUNDARLAL JAIN, 
IfOTiLAX. BANARSIDAS 8 , BUNGALOW ROAD, JaWAHaR NAOAR, DELHI- 7 . 



PI!KFA(!E TO THE TWELFTH EDITION. 


Tin- cordiiil ivc'eption f^iven to tlie eleventh edition has 
(•oiifiriiHMl me in the belief that this work fulfils its aim of being’ 
a sound and iimetical guide fur students, and one which can 
readily b(» unflfistood. I have taken the opi'ortunity to recast 
certain sections, bring the work uj) to date in law and practice, 
and to incorporate appendices containing notes on Irisli Free 
State Tax, (Corporation Duty, etc, which readers will find 
iisetul on apiu'opriate occasions 

Hcfcrenccs are given throughout the text to the appropriate 
sections of the Incoini' Tax Act, 1918, and subsecpicnt Finance 
A(‘ts, including tliat of I93.‘{. The practice of Jj:,»gialating by 
cross-reference, and the contniuous ainendinents in tlie Law, 
rendei it (ssential for every practitioner to have at his elbow 
a c<»i)y of the Oflicial Pulilication, “The Income Tax Acts,*^ 
and it is inpiracticablt* within the limits of a text-book of this 
desciiption to i*cproduc(» the Acts in a form so complete in 
its cross -1 efcr(‘nces as that Publication. Wherever necessary, 
tin* text of the Acts has been incorporated in the body of the 
I )( M )k 

N"o atleiniit has been made to (piote overj^ decided case, 
as, without a full exposition of the exact tacts, a bald state- 
ment o1 the judgment is frcM|ueiitly useless or even misleading. 
1'lic leading cases have been included in their appropriate 
setting. Reader requiring to refer to other cases will turn 
automatically to Dowell’s “incoine Tax LaM's” and/or Harrison’s 
“Index to the Tax Cases,” and thence to the Reports. 

I take this opportunity again to thank Mr. A. E. Laxgton, 
JjL B. (Hons.), for his valuable assistanee and constructive 
suggestions. 
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INCOME TAX. 


CHAPTER I. 

THE MACHINERY OF INCOME TAX. 


§ 1. — The Evolution of Income Tax. 

Income Tax was originally introduced as a War 
Tax in the year 1798, by Mr. Pitt, and in the following 
year a 10 per cent, duty was imposed on all incomes, 
although reduced rates were charged on incomes 
ranging between ^60 and £200 per annum. Incomes 
below £60 were exempt from all taxation. (Taxation at 
the source was not introduced until the year 1803, and 
in consequence under the 1799 Act the taxpayer was 
'required to give a return of his income from every 
i^ource. The immediate effect of taxing income at the 
source was to increase very largely the revenue derived 
from the tax, and although the rate was reduced to 
iless than half what it was previously, the revenue 
derived from the tax showed no appreciable decline. 

In the year 1816 the tax was entirely withdrawn, 
and was not re-imposed until the year 1842, when an 
I Act was introduced by Sir Robert Peel, formulating a 
icode which to a large extent still remains in force, 
having been re-enacted as a part of the Act of ,1918. 
It was not, however, until the passing of the Finance 
) Act, 1907, that the Income Tax came to be recognised 
officially as a permanent source of national revenue 
Tq,ther than a temporary tax. 
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This Act also, for the first time, introduce(J the 
principle of differentiating between • earned and 
unearned income. The Finance (1909-10) Act, 1910, 
extended this principle, and also introduced the 
principle of the super-tax. /The Finance Acts of 1926 
and 1927 changed tlie bases of assessment of profits 
derived from sources other than the property in or 
occupation of lands, simplified the malving of retuims 
of total income and substituted sur-tax for super- 
tax. i^he Act of 1928 extended the new bases of 
assessment to cover income from employments, etc!; 

§ 2. — (a) The Principles of Assessment. 

The importance of the Income Tax to the Govern- 
ment of the countrjv is e\ddenced by tlie fact that in 
the fiscal year 1932-33 the Income Tax proper 
I produced £251,539,000 and the sur-tax £60,650,000. 

It must be conceded that a just comprehension of 
the administration relating to this tax is of vital 
importance to the taxpayer since it is a direct tax 
(although much of it is collected indirectly owing 
jto the rules for deduction at source*^), and as such its 
incidence is more noticeably onerous than in the 
case of indirect taxation. It is also in a measure 
arbitrarily assessed, since in many cases a statutory 
'income rather than an actual income is the basis 
;of assessment., Finally, the assessment and collection 
of the tax is founded on a long series of Acts of 
^Parliament the principal of which was passed in the 
(year 1842. 'The consolidation of these Acts up 
to the year 1918 received Parliamentary sanction in 
the Income Tax Act, 1918, which is the principal Act 
relating to Income Tax as from the 6th April, 1919. 
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' In consequence of the directness of the tax, the 
taxpayer wants to feel that it is fairly charged upon 
him, and that the incidence of the whole tax is fairly 
distributed ujjon the general body of the taxpayers. 
The assessment on the basis of statutory income 
instead of actual income often prevents the unin- 
formed taxpayer from realising its fairness, and the 
mass of legislation, to which he must refer if his 
impressions are to be corrected, does not enable him 
to obtain a rapid comprehension of the Income Tax 
machinery. 

The Income Tax legislation of tliis country, while 
not without its defects and anomalies, forms an 
excellent code, many features of which call for admira- 
tion. /Hhe rate of the tax is suggested by the Govern- 
ment according to its financial* requirements ; and 
variations of the code are also suggested by them 
according to the experience gained from time to time 
by the officials, or to introduce innovations which are 
considered desirable) These rates or variations must, 
however, receive the sanction of the legislature before 
they can be enforced, so that annual Parliamentary 
sanction is necessary before taxation can be collected. 

The Government, having obtained this sanction, 
are consequently in a position to collect revenue, but 
the assessment of the taxpayer is in no way within 
the discretion of the Government. Between the 
Government and the taxpayer stand the Commis- 
sioners, and it is by them that the assessments are 
determined.,- The Government are not without repre- 
jsentatioh, but the Commissioners hold the scales of 
jjustice between the representatives of the Government 
ion the one hand and the taxpayer on the other. 
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If either the Government or the taxpayer is 
dissatisfied with the final decision of the Cpmmissioners, 
the aggrieved party must, where appeal is allowed by 
(the Statutes, seek a remedy in the King’s Courts.^ 

(b) Provisions for Continuity. 

/ 

(.Income Tax is not in theory a permanent tax. but 
is ^ yearly tax only, imposed by the Finance Act of 
the yeary The Income Tax Act, 1918, as amended 
bj'' subsequent Finance Acts, regulates the impost 
when it has been recreated by the annual Finance Act. 
Section 1 (1918) reads as follows : 

“ Where any Act enacts that Income Tax shall be charged 
for any year at any rate, the tax at that rate shall be 
charged for that year m respect of all property, profits, 
or gains respectively described or comprised in the 
Schedules marked A, B, C, D, and E, contained in the 
First Schedule to this Act and in accordance with the 
rules respectively applicable to those Schedules.” 

Each Finance Act imposes the tax for the year 
to tlie 5th April following, when the tax would 
■automatically cease Avere it not for § 210 (1918), and 
the' Provisional Collection of Taxes Act, 1913. The 

{ 

latter Act gives statutory effect for a limited period 
to resolutions of the Legislature varying or renewing ' 
taxation, and thus '^avoids the chaos which would 
^otherwise arise between the 5th April and the date of 
passing the Finance Act for the ensuing year? 

As soon as is practicable after the commencement 
jof the fiscal year, i,e., 6th April, the Chancellor of 
the Exchequer introduces into the House of Commons 
his Budget of Income and Expenditure for the ensuing 
jyear, and recommends the rate of tax to be imposed 
Ifor that year. The Committee of Ways and Means of 
the House of Commons (so long as it is a Committee 
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of the whole House) may then (and does) pass a 
resolution providing for the renewal for a further 
period of the tax in force or imposed during the 
previous year, either at the same or a different rate, 
'and either with or without modifications. This 
resolution contains a declaration that it is expedient in 
the public interest that the resolution should have 
statutory effect under the provisions of the Pro- 
visional Collection of Taxes Act, 1913, which Act 
gives the resolution statutory effect, and keeps in 
force all enactments with reference to the tax as 
last imposed by Act of Parliament, subject to the 
provisions that : — 

^ (a) The resolution ceases to have effect if it 

is not agreed to, with or without modification, 
' ?by the House within the next ten days on 
which the House sits after the resolution is 
passed by the Committee, and also if a 
, Finance Bill varying or renewing the tax 
is not read a second time by the House 
within the next twenty da 3 ’'s on which the 
House sits after the resolution is so agreed 
to ; and 

(6) The resolution ceases to have statutory effect 
■ if Parliament is dissolved or prorogued, 
or an Act comes into operation varying or 
renewing the tax, or the resolution is rejected 
by the House. 

If the resolution were to cease to have statutory 
effect under the above provisions, any money paid, 
either directly or by deduction, would have to be 
made good ; but if the tax reimposed by the resolution 
‘is modified by the House or the Finance Act, all 
payments and deductions of tax are required to be 
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adjusted by reference to the modified rate, (^^he 
resolution has effect for /four months; a period which 
gives to Parliament the requisite time in which to 
.discuss the Finance Bill and pass it into law^ 
(§ 1, P.C.T. Act, 1913). 

Section 2 of that Act legalises pa 3 rments and 
deductions of tax for the month to 5th May, in 
accordance with the law of the year which expired 
.on the 5th April, subject to the passing of the above 
resolution within that month. Any necessary adjust- 
ments arising out of a change in the rate of tax must 
,be made when the new rate becomes law. 

Section 210 (1918) provides that as soon as the tax 
is granted for any year, the provisions of Acts in force 
as to tax for the year ended 5th April prior to the 
resolution shall apply to the year for which the tax 
is so granted. 

The chain is completed by a provision in each 
Finance Act that all such enactments as had effect 
with respect to the Income Tax for the year ended 
5th April prior to that Finance Act being passed shall 
have effect with respect to the Income Tax charged 
for the year for which the Finance Act operates. 

The procedure may seem complicated, but the only 
alternative would be a permanent tax which might 
be brought up for amendment at any time ; as it 
is, it comes up annually, thus ensuring that Parliament 
shall review it. Although such reviewing may not 
always meet with unanimous approval, it does at 
least allow the Legislature to remedy bad defects and 
close loopholes soon after they are revealed. 

Occasionally, as happened in 1931, a second Finance 
|Act is passed amending the rate for the year. The 
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new rate so fixed operates for the whole year, any 
tax already paid by deduction at source being adjusted, 
as will be seen hereafter. 

§ 3. — Board of Inland Revenue. 

The general ctmtrol of the Income Tax is vested in 
|'^he Commissioners of Inland Revenue who together, 
or any two of whom, constitute the Board of Inland 
. Revenuej) 

The chief offices of the Board are in London at 
Somerset House ; any communications to the Board 
must be addressed to the Secretary at that address. 

The Commissioners of Inland Revenue are appointed 
by His Majesty, and are subject to the authority, 
.'control and direction of the Jpespsury (The Inland 
Revenue Regulation Act, 1890). 

They have power to appoint officers for collecting, 
t receiving, managing and accounting for Inland 
Revenue where such officers are not required by law 
.to be appointed by some other authority {ibid., and 
§ 57 — 1918). It is to the Board that the Chancellor 
:of the Exchequer and the Financial Secretary to the 
Treasury look for advice on all matters regarding 
the introduction of amendments of Income Tax law, 
, ‘estimates, etc. 

§ 4. — ^Income Tax Officials. 

As a considerable amount of confusion appears to 
exist as to the functions of the various officials 
appointed to put into execution the Income Tax Acts, 
it has been thought that a short summary of the 
machinery employed might be found of advantage for 
the proper understanding of Income Tax procedure. 
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<a) Gene ral or Qistrigt Commissioners. 

General or District Commissioners, 'Vho receive no 
' remuneration for their services"^ were, in JL842,. appointed 
from the Land Tax Commissioners, vacancies in the 
body being filled up from time to time from a list of 
persons eligible for the appointment (§ 59 — 1918). 
Certain property qualifications are required. In the 
City of London, the Aldermen and Corporatioi^ the 
Bank of England!’, and some other public bodies are 
allowed to select Commissioners, and in certain other 
•'cities and towns the magistrates ' and justices” may 
also select a number of Commissioners (§ 59 and 
2nd Schedule — 1918). ■ The number of General C 9 m- 
missioners in any division must not be less than 
three nor more than seven, but the Commissioners 
of Inland Revenue may authorise an increase not 
exceeding fourteen'. The General Commissioners 
'may co-opt or appoint /additional General Com- 
missioners for expediting the assessment of weekly 
■wage-earners assessed half-yearly (§ 59 — 1918). The 
principal functions of the General Commissioners are : 
(1) To appoint a clerk (§ 66) (usually a solicitor' or an 
accountant) who is under their control but paid by 
the Treasury; (2) To appoint assessors (§ 76) whom 
they are to instruct and assist (§ 111 — 1918); and, 
in the City of London and in courts, public depart- 
ments, and Houses of Parliament, and in the dlffices of 
paymasters of civil services, to appoint collectors' 
(§ 37 — 1931); (3) To appoint Additional Com- 

roissioners, or, in default, to act as such themselves 
(§ 62) ; and to consider cases referred to them by^ 
.the Additional Commissioners (§ 121); (4) To allow 
ijthe Income Tax .assessments and hear appeals (§§ 120, 
121, 122, 125, 126, 133, et seq.); (5) To administer 
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jbhe prescribed oaths to assessors and collectors' (§§ 108 
(3), 172 (2 b), 173, 175, etc.) and receive the pre- 
|scribed declarations of secrecy to be made by Com- 
missioners, clerks, assessors, collectors. Inspectors and 
their assistants (§ 62 (2)) ; (6) To impose penalties 
in certain cases (§§ 107, 132). 

On appeal the decision of the Greneral Commissioners 
on a point of facdb.is final; but persons aggrieved by 
decisions on certain questions relating to residence 
or domicile may appeal to the Special Commissioners 
(§ 27—1924). 

(b) Additional Commissioners. 

Where they deem it expedient the General Com- 
missioners may appoint fit and proper persons to act 
as Additional Commissioners. Where no Additional 
Commissioners are so apiiointed, the General Com- 
missioners perform their duties (§ 61 — 1918). Not less 
than two, nor more than seven Additional Commis- 
sioners can act at any meeting (§ 62 — 1918). They 
'have, presumably, special knowledge of the different 
classes of trades and callings in the locality, and their 
functions relate solely to the making of assessments 
under Schedule D" (§ 121 — 1918 )' They are supposed to 
examine the assessors’ books, listen to any explanation 
made by the Inspector of Taxes, who represents the 
Crown^ a^nd then fix the amount of the assessment, 
which must then be signed by the Additional Com- 
missioners and delivered to the General Commissioners. 
Kotice of the assessment is served on the person assessed 
on the expiration of 14 days after the Inspector has had 
notice of the delivery of the assessments to the General 
Commissioners. ^The assessments are allowed and 
confirmed by the General Commissioners after the 
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I time for hearing appeals against such assessments 
. has expired (§ 122 — 1918). Additional Commissioners 
'sometimes work in committees (§ 62 — 1918). 

(c) Assessors and Collectors. 

^Assessors are officials appointed by the General 
; Commissioners from among the inhabitants of each 
. parish (§ 76 — 1918). Where none is appointed, the 
' Inspector may act until the office is filled. (^Within 
the Administrative County of London, the Inspectors 
are the assessors for Schedules A and B (§ 77 — 1918)) 
•Assessors are paid by the Treasury (§ 78 — 1918). 
Persons appointed assessors must act as such (§ 79 — 
1918). Prior to 6th April, 1928, it was their duty- 
to issue all notices required under the Income Tax 
Acts (§ 76 — 1 918 ). (in the early part of every financial 
year they had to prepare a list of all persons who were 
probably liable to assessment under Schedule D, and 
issue to each such person the familiar Form of Return^ 
which is required to be completed and sent back 
within 21 days". The duty of issuing “ particular 
notices,” i.e., the Return Forms, except notices for 
|rcturns of annual value for the purposes of assessment 
junder Schedules A and B, has been transferred to 
the Inspector of Taxes as from 6th April, 1928 (§ 43—) 
1927), but the assessor has still to hand to the Inspec- 
tor a list of the persons who he thinks shqiild be 
(served with notices (§ 108 — 1918; §46 — 1927). The 
' assessors are responsible for affixing to the doors of 
churches, etc., the general notices requiring all 
persons liable to do so to make returns of their income 
(§ 98 — 1918). In cases where no return has been 
|made, the assessor inserts an estimate of the assessable 
income (§112 — 1918). The lists are then delivered 
!, to the Commissioners (§ 113 — 1918). 
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The assessments under Schedules A and B, for 
years of revaluation, and nnder Schedule E in all 
years, are made by the assessors, and delivered to the 
'Commissioners who must hand them to the Inspector 
for examination (§ 113 — 1918). In other years, the 
Inspector makes the assessments under Schedule 
A and B (§ 77 — 1918). The assessments are not 
'legally binding, however, until they are allowed by 
,the General Commissioners (§ 120 — 1918). 

'bollectors are appointed in England by the Com- 
missioners of Inland Revenue except in the cases 
stated in Chap. I, § 4 (a) (§ 37 — 1931), in Scotland by 
.the Treasury (§ 85). They are remunerated by the 
Treasury, 

(d) Clerk to the General Commissioners. 

The clerk to the General Commissioners is a paid 
official appointed by them to act as their, clerk and 
also as clerk to the Additional Commissioners. On 
receipt of the assessment lists, the particulars from the 
returns are entered into books by the clerk and 
his staff, and after the assessments have been made 
'by the Commissioners, the assessment notices are 
sent by him to the taxpayers* In the case of an 
appeal to the General Commissioners, he gives the 
‘taxpayers information regarding the meeting of the 
Commissioners for the hearing of appeals, and acts 
at the appeal in an advisory capacity. 

(e) H.M. Inspector of Taxes. 

^The Inspector of Taxes is a paid official of the Board 
' of Inland Revenue appointed by the Treasury (§ 75 — 
1918 ). He now issues the return forms under Schedules 
, and E, examines returns and the assessments made 
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Iby the Assessors after delivery to the Commissiwers 
and before the assessments are made by the latter; 
and has power to supply omissions, amend assessments 
and make sur-charges, an(i certify them to the 
Commissioners. 

I All notices of apx)eals against assessments have to 
be sent to him. In most cases it is possible to agree the 
' figure of assessment with the Inspector upon presenting 
proper accounts. In the event of an appeal to either 
|the General or Special Commissioners, the Inspector 
attends on behalf of the Inland Revenue Authorities. 
Appeals to the High Court are conducted by the 
j Solicitor to the Board of Inland Revenue in the In- 
; specter’s name. 

The Inspector can, under | 125, cause additional 
assessments to be made, and in the case of a person 
who has escaped assessment altogether in any year, 
the Inspector of Taxes has power, under 1 126, to make 
■ a supplementaiy charge, and certify it to the General 
Commissioners, at any time within six years after 
the expiration of the year for which the person ought 
to have been charged. 

(f) Special Commissioners. 

Special Commissioners are,, the Commissioners of 
iljaland Revenue a^d such^ i>ther persons as are 
.appointed by the Treasury (§ 67 — 1918),' They are 
entitled to such salary and expenses as the Treasinry 
direct. They make assessments under Schedule D, 
including mines, quarries, etc. (which prior to 1927-28 
were assessed under No. Ill, Schedule A), in cases 
' where the taxpayer has elected to be assessed by them. 
'They hear appeals against assessments under Schedules 
' jP and E allowed by the General Commissioners where 
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the taxpayer elects for the appeal to be heard by the 
Special instead of by the General Commissioners (§ 148 
and § 19 — 1922), and also against their own assess- 
ments. The taxpayer or the Inspector may call upon 
the Special Commissioners to state a case on a point 
of fact for decision by the Board of Inland Revenue 
j(§ 147). There is no such appeal from the General 
.Commissioners, whose decision on a point of fact, 
•with the exception already noted, is final. On a 
•point of law an appeal maj’’ be made from either the 
General or Special Commissioners to the High Court 
and thereafter to the Court of Appeal and the 
House of Lords (§ 149). 

The Special Commissioners also hear appeals under 
§ 37 (1918) or § 30 (1921), in respect of exemiition of 
the income of charities ; under § 36 (1918), in respect 
of claims for repayment of tax on interest paid to 
banks (§ 19 — 1925) ; under § 30 (1922), as to the 
allocation of income to a charity from residue not 
paid over until after one year after the testator's 
‘death ; under § 27 (1924), on questions of domicile, 
residence and ordinary residence ; under § 24 (1923), 
and §42 (1927), in respect of claims for relief on the 
grounds of error or mistake in returns, etc., under 
§ 24 (1920). as amended by § 20 (1926), in respect of 
claims for allowances made by non-resident British 
subjects. 

Appeals to the Special Commissioners in cases arising 
fin the London District are heard at the Commissioners’ 

■ Offices, York House, Kingsway. Cases are also heard 
joutside the London District by Special Commissioners 
'.who attend throughout the country for the purpose of 
hearing appeals made to them. 
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The Special Commissioners also assess the profits 
|of railway companies and of railway officials under 
Schedule E ; income from British, Foreign, and 
Dominion Revenues under Schedule C; determine 
appeals in respect of Dominion Tax Relief, and perform 
other special duties. 

The sur-tax 'is assessed and charged by the Special 
Commissioners, who hear all appeals thereon. 


(g) Board of Referees. 

The. Board of Referees are a body of professional 
and business'men appointed by the ’^Treasury’! or dealing 
with certain 'specialised matters.' Their offices are 


•at the Royal Courts of Justice in London. 


Appeals by or on behalf of any considerable number 
of persons engaged in any class of trade or business, 
for the alteration of the amount of any deduction for 
■wear and tear, must be referred by the Board of 
jlnland Revenue to the Board of Referees (Rule 6 
(6), Schedule D, Cases I and II). They are also 
.empowered on appeal being made to them, to fix the 
[percentage of turnover to be adopted in arriving at the 
profits of a non-resident person cliargcable in the name 
lof a resident (Rule 9 (2), General Rules, All Schedules). 
Appeals can be made to the Board of Referees by 
either the company or the Commissioners of Inland 
Revenue from the determination of the Special Com- 
.missioners in connection with the assessment of certain 


jcompanies in respect of sur-tax on undistributed 
[pjofits (§ 21 and First Schedule — 1922) . 
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CHAPTER II. 

THE PRINCIPLES OF INCOME TAX. 

§ 1. — ^Definition of Income Tax, and Persons 
Liable to Assessment. 

^4ncome Tax is a levy made by the State on all persons 
*' resident in the United Kingdom liable to assessment, 
\ and also upon persons not resident in the United King- 
dom, so far as, they derive income from properties, 
trade or employment in the United Kingdom^ The 
< question of what constitutes “ residence ” is a highly 
technical one, and will be discussed in Chap. V. 
The United Kingdom, for this purpose, consists of 
Great Britain and Northern Ireland. 

The liability to Income Tax depends entirely upon 
Hihe provisions of the Income Tax Acts. There is no 
question of equity involved in ascertaining whether 
or not certain profits are assessable. 

The following remarks of Lord Cairns emphasise 
this point : — 

“ If the person sought to be taxed comes within the letter of 
&e law, he must be taxed, however great the hardship may>appear 
to the judicial mind to be. On the other hand, if the Crown, seeking 
to recover the tax, cannot bring the subject within the letter of 
Ithe law, the subject is free, however apparently within the spirit 
jof the law the case might otherwise appear to be. In other words, 
if there be admissible, in any statute, what is called fa suitable 
construction, certainly such a construction is not admissible in a 
taxing statute, where you can simply adhere to the words of the 
statute V. Attomey-Cfeneral (1869), L.B. 4 E. and I., 

App. 100). 

B 
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Ambassadors, and other accredited Ministers of any 
^Foreign State, Ifigh Commissioners, Agents General, 
etc., resident in-the United Elingdom are not assessable 
to Income Tax (I^ule 2 (c), Sch. C ; § J.9 — 192.3 ; 
§ 26 — 1925) ; and iNational Health Insurance Funds 
|(§ 39), and charities satisfying certain conditions are 
[exempt (see Chap. IX, § 7). 

S 2. — The Income Tax Year. 

The Income T^iX Year, known as the “ fiscal year ” 
or “ year of assessment'*” commences on 6th April 
in one calendar year and ends on 5th April in the 
succeeding calendar year (§2), i.e., the year of assess- 
'ment 1933-34 is the year ending 5th April, 1934. 

$3. — Statutory Income. 

The meaning of the term “ income ” from an In- 
come Tax point of vieiv is important, since it is not 
generally the actual income, but rather a statutory 
dncome (i.e., a hypothetical income measured according 
|to rules laid down by Statute), upon which the tax 
is levied. 

Many persons imagine that tliis is unnecessarily 
complicating matters, and that a tax based on actual 
income would be far more simple for the public to 
comprehend ; but even if such an alteration were 
jmade it would still be necessary to legislate on the 
jmeaning of the term “actual income.” 

If everybody were in receipt of a fixed salary, 
comparatively little difficulty would be experienced ; 
but this is not the case, and as matters stand it is un- 
doubtedly a fact that there would exist just as much 
trouble in understanding what constituted actual in- 
come as already exists in the matter of statutory 
inofnne. 
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Further complications would arise in practice, in 
(that delay would obviously arise in the. making* of 
[assessments and collection of tax if the actual in- 
come wer^ to be taken as the basis. Comphcated rules 
would be required to make the assessment and coUect- 
tion of the tax practicable. For example, the annual 
(accounts of a business may not be prepared and agreed 
'until some months after the I'accounting date^; allow 
a few more months for their being considered by the 
authorities, and for the assessment and collection 
of the tax, and it will readily be seen that the annual 
Budget presented to Parliament would be even more 
difficult to frame than it is at present, and that rules 
iwould be required to determine the periods within 
which and to which the accounts should be made 
up. (If the principle of making the tax payable 
one year in arrear were introduced to meet these 
difficulties (c/. sur-tax), it might simplify assess- 
ments, but the average taxpayer would possibly 
appreciate such a scheme even less than he does 
the present system ! ) 


(^The statutory income is §i hypothetical income 
teased upon the actual income received in the year 
of assessment from certain somces, and on the income 
(received in the preceding fiscal year from other sources, 
'^cording to the nature of the income.) o 

;^he TOTAL INCOME for Income Tax purposes means 
'l^e TOTAL STATUTORY INCOME after deducting the 
(annualj;^ charges payable thereout {i.e., annual 
interest, ground rents/ etc.). Although not strictly % 
I an annual charge, ” bank interest paid also ccm- 
{stitutes a deduction if not charged in the Profit 
and Loss Account. 


B2 
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^ The tax, is to be charged in respect of all T^operty, 
profits' or gains ' respectively described or c.ompri^ed 
jin the Schedules marked A, B, C, D and E contained 
|in the First Schedule to the Act of 1918, and in accor* 
'dance with the Rules' respectively applicable to those 
I'Schedules (§ 1 — 1918). /^though some of these Rules 
are artificial, they form a code which has worked 
surprisingly well, and they determine exactly what 
basis shall be adopted in respect of every class of 
lincome. 


§ 4. — The Rate of Tax. 

As has been explained in Chapter I, the Income Tax 
is an annual tax, imposed by the Finance Act each 
year. (Tax is levied on the statutory income at a 
standard rate fixed by the Finance Act passed in the 
year of assessment) and in respect of the income in 
excess of a stated amount (at present £2,000) at 
lugher rates (termed the sur-tax) fixed by the 
Finance Act passed in the following year. (Sur-tax is 
described in Chap. VIII, post.) For the five years 
'ended 5th April, 1930, the standard rate was 4/- in 
the^£; for 1930-31 it was 4/6 in the £; for 1931-32 
and 1932-33 it was 5/- in the £ ; and for 1933-^ it is 
again 5/- in the £.J ' j • " 


above 

V 


§ 5. — ^The Five Schedules. 

<The Schedules already mentioned in § 3 
.contain the Rules for ascertainipg the statutory income 
derived from various sources.) Each Schedule deals 
^with a different' source — ^just as a business man, when 
•asked to prepare a list of his sources of income, would 
(naturally giroup sources of a like nature together^ 

I (The reader should always bear in mind the fact 
(that there is only 013 ^. Income Tax ; the Schedules 
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are merely means of arriving at the liability to that 
tax on the income derived from the respective sources. 
The popular, though somewhat misleading terms, 
“property tax” and “farmer’s tax” should be 
avoided wherever possible. (Far facility in collection 
iof tax, assessments are made under the appropriate 
Schedules, but these assessments are merely parts 
;pf the one levy. 

The Schedules are now explained generally ; each 
is described more exhaustively in later chapters. 
Schedule A. — Relates to income from the eeoperty^ 

' IN LANDS AND BUILDINGS ill the United Kingdom. 
The assessment is based on the annual’^ value 
/ of the property, less a i;fetatutoryr deduction for 
repairs, insurance, etc. 

Schedule B. — Relates to profits derived from the 
■ '.Occupation "of lan^. ,^he assessment is based 
ON the ANNUAL VALUE of the property, exce'pt in 
certain cases^ 

Schedule C. — ^Relates to interest ''and dividends’ 
, ' PAYABLE OUT OF PUBLIC FUNDs'‘',of the United 
Kingdom, the Dominions, or any Foreign State 
where payment is entrusted to any agent'resident''^ 
in the United Kingdom.' The basis of assessment 
I ' is the MACT AMOUNT OF THE INTEREST, etc„ paid- 
, I , (The assessment is on the agent who pays the 
interest, etc., see Chap. Ill, § 3). 

Schedule D. — ^Relates to profits from trade‘'or 

i'7’ v' ’ * ' 

! ABusiNEss, and any other j^jinjial profits or 
^ SAINS which do not come under any of the other 
Schedules.) (^he ('basis of assessment' is almost 
00 invariably the profits, or gains of the year 
cqmplEtep^ PRIOR to the commencement of the 
Xe.aE..csf.jftsaeaBmenp 
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SgsEDiTLE E. — ^Relates to .salaries, e^es, etc., of aul 
‘ employed persons, including manual weekly 
wage earners. Up to 1927-28 the assessment 
was based on the actual salary, etc., for the year. 
:^fter 1927-28 the assessment is based on the 
ACTTT^ SALARY, etc., for the PREVIOtrS . BISCAJ. 
yEA^, although weekly wage earners continue 
to be assessed on the income of the year of 
assessment. 

§ 6. — Collection of Tax at the Source. 

The practice of collecting Income Tax at the source 
dates back as far as 1803. It has many advantages 
from the point of view of the Inland Revenue 
.lAuthorities, inasmuch as it saves a considerable 
lamount of unnecessary expense in collecting the tax, 
, and/^revents a simple method of evasion which would 
otherwise exist. It is principally confined to property, 
dividends and interest. 

Ifn the case of income taxable under Schedule A, 
the tax is usually collected in the first instance from 
the^tenant, who subsequently deducts from the next 
payment of rent the amount of tax he has paid on 
account of his landlord. The landlord is bound 
to allow this deduction from the next succeeding 
payment of rent under a penalty of £50 (Rule 23, 
General Rules), but in no case can the amount so 
.‘deducted exceed the standard rate in the £ on the 
rent actually paid. The landlord is not compelled 
■to allow the deduction from any but the next 
Succeeding payment of rent {HiU v. Kirahenstein 
(1920), 3 K.B. 556), except in the circumstances 
stated on pp. 83 and 84 post. In the case of 
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•weekly property and tenement dwellings, the tax 
|is assessable upon the landlord direct, and not 
I collected in the first instance from the tenant (Rule 
8, No. VII, Sch. A), (a. leaseholder is authorised to 
Ideduct tax from the ground rent ho pays, at the 
standard rate (Rules 4 and 5, No. VIII, Schedule A; 
§ 39 — 1927). The tax deductible from groimd rent is 
not legally deductible before the lessee has himself 
paid tax to cover the amount (Barnes v. Kiffin (1916), 
|W.N. 166), but the practice is to deduct tax from, 
each i)ayment. 

In the case of income taxable under Schedule C, 
^he persons entrusted with the payment of the interest^, 
^annuities, dividends, etc., are required to deduct 
tax on making such payment (Rules of Schedule C). 
There are exceptions to this rule, however, /^n the case 
'of dividends payable out of the public funds, where 
the half-yearly'" amount does not exceed 50s'., and 
such dividends are not payable upon coupons annexed 
to stock certificates payable to bearer, the amount is 
paid gross, and the tax not deducted '(Rules of 
Schedule C). The same remarks apply to interest 
and dividends paid to a depositor in any (sav^gs 
bank) ^he reason for this is to save small investors, 
who are likely to be exempt from Income Tax, from 
‘being put to the trouble of reclaiming ‘Ihe taxj, 

In the case of Inscribed and Registered 3^%' War 
Stock (and its 5% predecessor). Schedule C does not^ 
apply, and the interest is paid gross unless the 
I'holder requires the tax to be deducted before payment 
l(§ 27 — 1921). Interest arising from such stocks is 
{assessed under Qase III of Schedule D .(§ 49 — 1918 ; 
§ 23— (No. 2), 1931). 
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In the case of income of companies taxable under 
Schedule D, the tax in respect of the whole profits 
is assessed upon the company in the first instance, 
and the company is empowered to deduct tax from the 
^vidends paid (Rule 20, General Rules; § 7 — 1931). 

As to the position of co-operative societies, etc., 
see Chap. IX, § 7. 

As regards annual interest, the person paying it 
is entitled to deduct Income Tax therefrom at the 
appropriate rate, and, unless the payment is out of 
funds already taxed, is obliged to account for such 
tax to the Revenue (Rules 19 and 21, All Schedules 
Rules). .For 1928-29, and subsequent years, the 
appropriate rate to be deducted is in all cases the 
standard rate of tax at the time when the payment 
is due)(§ 39—1927). 

Even in the case of annual interest payable to 
foreigners, the person paying the interest is liable for 
the tax (except in cases exempted under General 
Rule 2, Schedule C) and must account for it to the 
'Inland Revenue Authorities., even if the foreigner 
refuses to allow such deduction from his interest. 
The reason for this is that the obligation is imposed 
by law upon the person paying the interest, and if 
he is not in a position to insist upon the deduction of 
tax when making the payment he must bear it himself. y 

/^he tax on mine rents and royalties, and on 
royalties payable in respect of pate nts" is also collected 
at the source^ In the case of copyright royalties, 
however, the tax is collectible at the source only 
where the payment is to a non-resident and the 
royalties relate to copies of works not exported 
from the United Kingdom (§ 25 — 192^). 
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I The method of assessment in the case of the partners 
; of a private firm is a further example of the principle 
• of collection of tax at the source. Each partner is 
entitled to claim his individual allowances, but, after 
1 adjusting these, the assessment is made upon the 
'firm and the obligation for payment rests with the 
[firm, (^e tax appropriate to each partner is then 
debited to his Current Account as drawings^ 

I In the case of interest payable out of rates, the 
officer managing the accounts must deduct tax and 
pay it over to the Revenue (Misc. Rule 6, Sch. D) ; 
and any agent in the United Kingdom entrusted with 
jthe payment of interest, etc., from colonial and foreign 
■companies must likewise deduct and account for tax 
thereon (Misc. Rule 7, Sch. D). 

Where the interest or dividends of a Foreign State 
or British Possession are paid in the United Kingdom, 
!tax will be deducted upon payment ; but in these 
cases persons not resident in the United Kingdom 
-are not chargeable with Income Tax (General Rule 2, 
Schedule C). This does not apply to the majority of 
dividends or interest on funds or investments in the 
I United Kingdom, in respect of which the person 
i resident outside the United Kingdom has to bear 
I Income Tax, and as a general rule is entitled to no 
reliefs, e^ept in the case of certain stocks ^ssued 
in connection with the War of 1914-1918, viz., 
4% Funding Loan (1960 — 1990), 45'a,Yictory Bonds, 
and 3^% War Loan (and its 5% predecessor), which 
are exempt if beneficially owned by persons not 
ordinarily resident jn the United Kingdom. (§ 46 — 1918 ; 
§ 22— (No. 2), 193i). 

The principles;^ of deduction of Income Tax at the 
source are elaborated in later chapters. It has been 
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thought sufficient to explain the general principles 
^at this point, as a fuller knowledge of the law and 
practice of assessment is required before the detailed 


rules can be properly appreciated. 

/Readers must bear in mind the fact that where 


income has been taxed by deduction, it cannot be 
again sissessed in the hands of the recipients.' ,tlence 
the Schedules embrace only such income as has not 
been taxed at source. Students frequently ask : 
“ Under what Schedule are dividends assessed on 


the recipient ? ” The answer is as above ; there is 
no need to assess them on the recipient since they 
are taxed at source, ' 

(Nevertheless, all income must be included in the 
“total” income, i.e., the statutory income from all 
sources, in order to compute the taxpayers’ total 
liability to tax. He is then given credit for the (tax 
suffered by deduction, subject to adjustment for the 
tax which he himself deducts from annual charges, 
[f he has suffered too much tax by deduction he 
can claim repayment of the excess. 

/if a person entitled to deduct tax at the source 
omits to do so, he is not entitled to recover it from 
subsequent payments, since payments voluntarily 
made under a mistake of law cannot be recovered^ 
(There are many case decisions on this point ; see, inter 
alia, Warren v. Warren (1895), 72 L.T. 628.) /^e tax 
may, however, be deducted on payment of arrears of 
umual payments (Shrewsbury v. Shrewsbury (1906), 
23 T.L.R. 100). Where tax has not been deducted 
at source the recipient of such income cannot claim 
any repayment, since he has borne no tax thereon. 

Where the tax should have beei\ deducted under 
General Rule 21 (see Chap. IV, § 6), both the payer 
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and the payee may be assessed {Lord Advocate v. Forth 
Bridge Bailway Co. (1890), 28 S.L.B. 676), but in 
practice a claim is only enforced against the payer for 
any balance remaining due after the payment of the 
tax assessed on the payee. 

§ 7. — Rights of the Individual Taxpayer. 

Every taxpayer should make certain that he 
[receives full benefit of all the rights to which he is 
legally entitled in arriving at his Income Tax liability. 

The allowances to which an individual is entitled 
are described in §§ 8 — 17 of this chapter, 'it is a 
condition precedent to any of the claims that the 
taxpayer shall have made a return of his total income 
jand shall have completed the appropriate claim 
/ sections on that return, or made a separate claim for 
the allowances.; ;''!No such allowances are available 
for sur-tax purposes. 

A claimant is not entitled to allowance or (Eduction 
or relief in respect of any income the tax ‘on which 
'he is entitled to charge against any other person, 

' or to deduct, retain, or satisfy out of any payment 
y^hich he is liable to make to any other person 
(§ 17—1918, and § 32—1920). 

■ ;'-i 

§ S '. — ^Earned Income Allowance. 

Individuals are allowed a deduction amounting to 
ope-fifth of their earned income, the maximum 
amount of such deduction being limited to £300 in the 
case of any Individual taxpayer (§ 8 — (No. 2) 1931). 

I The income of a wife is included with that of her 
(husband and the allowance is calculated on the total 
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lamount of their joint earned incomes, with the 
: maximum allowance of £300 in all. 

I Prior to 1931-32, the allowance was one-sixth of 
the earned income, maximum allowance £250 (§ 15 — 
1925). 

Section 14 (3) defines the term “ earned income,’* 
as follows : — 

(1) Any income arising in respect of ^ny ^muneration from 
^ t 'any (^office or employment of profit /hel^ by the individual 
; |6r in respect of any pension, superannuation, or other 

allowance, deferred pay, or compensation for loss of 
office given in respect of the past services of the individual 
or of the husband^ or parent' of the individual in any 
office or employment of profit, or given to the individual 
in respect of past services of any deceased person, whether 
,( the individual or husband or parent of the individual 
shall have contributed to such pension, superannuation 
allowance, or deferred pay or not ; and 

(2) Any income from any property which is attached to or 
forms part of the emoluments of any. office or employ- 
ment^of profi^held by the individual ; and 

(3) Any income which is charged under Schedule B or D or the i 
rules prescribed by Schedule D, and is immediately derived 
by the individual from the carrying on or exercise by him' 
of his trade, profession, or vocation, either as an 

2 individual or, (in the case of a partnership, as a partnex 
I [personally' acting^ therein.; 

The expression “earned income” also includes any income in 
respect of C^il List Pensions *'(§ 33 — 1920), and any annuity, 
pension or annual payment paid to a person, or to his widow or 
child, or any relative or dependent of his, by the person under 
whom he held the office or by whom he was employed, or by the 
successors of that person, notwithstanding that the pension or 
payment is voluntary (§ 17 — 1932). 

(a) The first clause covers remuneration from 
office or employment of profit and relates 
especially to salaries of all persons employed by 
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' f others, remuneration of Government official, 
and dnectors and other officials of. companies 
and other bodies. 

It will be noted that the clauses relating to 
, I pensions'" covers all for^s of pensions paid to 
■the individual himself, or to his widow^.or 
I qJtiildren'^ in respect of his past services. 

(6) In connection with the second clause it should 
be remembered that although income arising 
from property taxable under Schedule A usually 
falls under the heading of unearned income, 
there are isolated cases where such income 
is properly regarded as earned. The question 
depends on whether the income from the 
j property forms part of the emoluments of the 
i'l office or employment of profit. If this can 
be satisfactorily proved, such income will be 
regarded as earned. An illustration of this 
rule will be seen in the case of a clergyman who 
lives rent free in a vicarage'. As he pays no 
rent he cannot recoup tax under Schedule A, 
charged on him as tenant, from any landlord, 
and is obliged to bear it himself. i^He may, 
I however, claim that the annual value of the 
property shall be regarded as part of the 
■ emoluments of his office, and thus obtain the 
'earned income allowance thereon (§ 22 — 1919). 

(c) The third clause deals specifically with the 
I statutory profits of the occupiers of agricul- 
tural property derivpd from the exercise of 
- their personal labour' ; also the profit accruing 
( ^''to a person carrying on a trade or business 
assessable under Sch^ule D, where such person 
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^'is actively. cn gag eH in the business, and is 
/ fbapable of binding '^he firm in his business 
i relations with the outside worl^y 

Summarising the above remarks, earned, income 
ill include : — 

(1) Salaries and wages of employees, whether 
fixed in amount or rate, or calculated by 
way of percentage or otherwise, and pensions. 

(2) Profits derived from the occupation of farms, 
etc., taxable under Schedule B. 

(3) Directors’ remuneration, including bonuses'!^ 
for services rendered to the company, and 

1‘for work done for the general benefit of the 
((Shareholders. 

(4) The business profits of an individual or of a 
. partner in a firm. /This will inclpde partners’ 
(P i salaries and interest on capitat^ Both these 

items are merely appropriations of profit ; the 
latter item necessarily falls under the heading 
of earned income, since the Partnership 
f(Act, 1890, provides that in the absence 
< ',of mutual agreement no interest on capital 
shall be charged. If the item were treated 
as unearned income, all that the individuals 
concerned would have to do to get the 
benefit of earned income allowance would 
be to ignore interest on capital altogether, 
or to make an adjustment of the allocation 
of the profits between the partners to com- 
Jpensate them for the non-adjustment of 
{their respective rights in the matter of capital. 

The profits of a sleeping partner will come under 
the heading ci unearned income, and for the purpose 
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of ascertaining whether any partner is “sleeping ” 
■or “ acting ” the (|)recedent acting partneij^is required 
to make, a declaration in the firm’s return for assess- 
ment as to this point. 

As to what precisely constitutes an acting partner 
must be determined according to the facts of each 
individual case, but it would appear that very slight 
jaction on the part of a partner will be sufficient to 
enable him to be classed as an acting partner. In 
some cases the Commissioners may require production 
of the partnership deed, if one exists. 

Unearned income may be regarded as all income 
which is not “ earned income.” This will include : — 
(1) Income from investments. 

■ .■ (2) Profits of ajimited or sleeping partner. 

. (3) Interest receivable on loans. 

^ (4) Income derived from ownership of property, 
i.e., land, buildings, etc. 

1 An apparent anomaly seems to arise in the case 
,'of a private firm which has been converted into a 
private limited company. So long as the business 
remains a private firm, the profits are regarded as 
earned income ; but immediately the conversion takes 
’place, any distribution of profits by way of dividend 
lis regarded as imeamed income. 

This, at first sight, would seem illogical and unjust, 
but when it is taken into consideration that directors’ 
fees come under the heading of earned income ; that 
in all probability the partners in the old firm will be 
the directors in the new private company ; that the 
company enjoys limited liability, which the private 
firm did not, the injustice is not so great as might 
be supposed. In such cases,, it is a common practice 
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^to divide the whole or a major part of the profits 
' as directors’ fees in order to secure the allowance. 

) -In a large number of cases tax on all the unearned 
income will have been deducted at the source. In 
other cases, however, the income from all sources 
may include unearned income not already taxed, 
such as income from foreign property received direct, 
or in certain cases interest on loan^. In such event 
tax will be payable directly by the recipient upon 
such income under its appropriate schedule. 

Where expenses are properly deductible from re- 
muneration (c.gf., contributions to approved super- 
annuation funds ),'^the earned income allowance must 
be calculated on the net amount of remuneration after 
deducting allowable expenses {Frame v. Farrand 
(1928), 13 T.C. 861). Similarly, where the annual 
charges exceed the unearned income, so that the 
balance must be paid out of earned income, earned 
income allowance can only be calculated on the net 
jeamed income after deducting the excess charges 
{Adams v. Musker (1930), 15 T.C. 413). 

Illustrations. 

^ (1) Salary £600, contribution to Superannuation. Pund £30. 
The Earned Income Allowance is calculated on £570. 

(2) Salary £400, other Income (unearned) £200, .^nua) 
Charges (Loan Interest, etc.) £^80, The Earned Income 
Allowance is calculated on £400 — (£280 — £200) =£320. 


§ 9. — Old Age Allowance. 

A special form of allowance was introduced by § 15 of 
th& Finance Act, 1925, applicable where a taxpayer 
his wife living with him is Qyer the age ofJSS. and 
the total income from all sources (including that of 
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Ithe wife, if any) does not exoe^ fSQQ, In such 
circumstances the taxpayer can claim a .deduction 
of pne^fifth (§ 8 — (No. 2) 1931) (prior to 1931-32, one- 
sixth) of his total incoo^ \Ehether._eanied or .not, 
A form of marginal .relief is given where such a tax- 
payer’s income slightly exceeds £500, in which case 
he can elect to pay — 

(а) The amount of tax he would pay if his income 
were exactly £500 ; plus 

(б) One-half of the amount by which his income 
exceeds £500. 

^t should be noted, however, that the allowance granted 
to a taxpayer in these circumstances is in substitution 
! for earned income allowance, and not in addition to it^ 
The operation of this marginal relief is illustratecl in 
Chap. II, § 18 (3). 

§ 10. — Assessable Income. 

The expression “ assessable income ” is applied 
to the sum remaining after deducting from )bhe total 
I statutory income the earned income allowance ot 
jthe age allowance,' whichever is appropriate. 


'§ 11. — (a) Personal Allowance (§ 18 — 1920 ; 
§ 8— (No. 2) 1931). 

Every single taxpayer is entitled to a personal 
allowance of £100 (prior to 1931-32, £1^^}, and a 
taxpayer who proves that for the year of assessment 


.he has his wife living with him or that his wife is wholly 
Y maintained by him is entitled to a personal allow- 
jance of ^5Q. (prior to 1931-32, £225). (The 


position where the wife is separated from her husband 


is explained in Chap. II, § 20.) 
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(b) Additional Personal Allowance (§ 18 — 1920; § 46 — 1927; 

§8— (No. 2) 1931.) 

If the taxpayer’s total income includes any earned 
income of his wife, the personal allowance is increased 
by an amount equal to foiu’-fifths (for 1928-29, 1929-30 
and 1930-31, the allowance was five-sixths ; prior 
jbo 1928-29 the allowance was nine-tenths) of the amount 
■pf that earned income, but not exceeding in any case 
jan allowance of £45. 

It should be noted that this allowance does not 
prejudice the earned income allowance in any way, 
^he intention being that where the wife earns income, 
Ithe personal allowance shall be increased. Where, 
therefore, the wife has an earned income of exactly 
£56 5s., no tax is payable thereon, since £11 5s. is 
lde<facted as earned income allowance, and £45 as 
• additional personal allowance. (The additional 
personal allowance is commonly misnamed “ Wife’s 
hlamed Income Relief ” ; a description which is mis- 
leading. ) It should be noted that the additional 
personal allowance is not affected by the old age 
allowance, where appropriate. 

The Commissioners can refuse the allowance unless 
they are satisfied that the wife is actually in receipt 
‘of the income, and entitled thereto in her own right 
'(Thompson v. Bruce (1927), 11 T.C. 607). This 
fact is of great importance where a sole trader charges 
^n his accounts a salaiy paid to his wife. 

§12.— Child AUowance (§21—1920; §16—1928; 

§8— (No.2) 1931). 

If the claimant proves that he has living at any 
time within the year of assessment any child who is 
either under the age of sixteen or, if over that 
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&ge at the commencement of that year, receiving 
full time instruction at any university, college, school, 
or other educational establishment, he is entitled 
in respect of one child to a d^uction of £5(f, and in 
respect of each subsequent child to a deduction of 
£40. (For 1928-29, 1929-30 and 1930-31, the allow- 
ances were £60 and £50 respectively, whilst prior to 
1928-29 the allowances were £36 and £27 respectively, 

I and no allowance was given unless the child was alive 
at the commencement of the year of assessment 
{i.e., on 6th April) ; a child bom during the year not 
being eligible for relief in that year). 

The term child includes a stepchild, but not ian 
illegitimate child, unless the parents have subse- 
quently married each other. 

Relief is also given for any other child (e.gr., an adopted 
-child) who is in the custody of and maintained by the 
tax-payor at his own expense, provided that no other 
individual is obtaining this allowance. 

No deduction can be made in respect of any child 
who is entitled, in his own right, to an income exceeding 
£50 per annum (for 1928-29, 1929-30 and 1930-31, 
the amount was £60 ; prior to 1928-29, £40), but any 
jincome derived by the child from any scholarship, 

, bursary or other similar educational endowment is 
ignored. 

If any question arises as to whether an allowance 
•can be claimed for a child over 16, the Commissioners 
I may consult the Board of Education. 

■§ 13. — ^Hpusekee^er Allowance (§ 19 — 1920 ; § 21 — 
1924; § ^(No. 2) 1931). 

A WIDOWER who has residing with him a. female 
Telative of himself or of his' deceased wife, 3. any 
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other female person (if no female relative is ftbl© 
and willing to act) for the purpose of having charge 
and care of any child of his (in respect of whom a 
child allowance is given) OB in the capacity of house- 
keeper, is entitled to a deduction of £50 (prior to 
1931-32, £60), provided that — 

(a) No other individual is entitled to a deduction 
in respect of the same female relative or, 
if so entitled, has relinquished his claim, and 

,, (6) If the female relative is a married woman her 
husband has not been allowed a deduction of 
£160 as his personal allowance under § 18 — 
1920. 

^ (c) Not more than one deduction of £50 is to be 
• allowed to any claimant in any one year. 

These provisions apply mutatis mutandis to a 
widow as well as to a widower. 

It would appear that the restrictions as to other 
pisrsons relinquishing their claims under {a) and (6) 
above apply only where the housekeeper is a relative, 
but the practice is to apply them to any housekeeper. 

An individual who is unmabbied and has living with 
him either his piother (being a widow or living apart 
from her husband), or some other female relative, main- 
tained by him at his own expense, for the purpose of 
having the charge and care of any brother^ or -SistfiT 
of his (being a child in respect of whom a deduction 
is allowable) is entitled to an allowance of £50,. provided 
[no other person is entitled to claim an allowance in 
respect of the same person, or if so entitled has 
relinquished his claim thereto (§ 20 — 1920 ; § 21 — 
1924; § 8— (No. 2) 1931). 
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§ 14. — ^Dependent Relative Allowance (§ 22 — 1920). 

If the taxpayer proves, that he maintained at his 
I own expense any lylative of himself or of his wife, 
such relative being incapacitated by old age or in- 
firmity from maintaining himself, or herself, or/Jieing 
his or his wife’s widowed mother, whether incapacitated 
ijpr not, a deduction of £25 is made, provided that such 
Relative’s total income does not exceed £50 a year^ (It 
should be remembered that the taxpayer’s contribution, 
being a voluntary allowance^ is not part of the relative’s 
total income for Income Tax purposes.) 

Tf two or more persons jointly maintain such a 
jrelative, the deduction of £25 is apportioned between 
' them in proportion to the amount or value of their 
respective contributions. This section applies to a 
taxpayer being a female person in the same way 
as it applies to a male ])erson, with the substitution of 
.“husband” for “wife.” It also includes female 
relatives who are incapacitated. 

( A deduction of £25 is allowed to a taxpayer who 
by reason of old age or infirmity is compelled to 
depend upon the services of a daughter resid eni^ 
^th and maintained by him or her. 

[ It should be noted that there is no residential 
.qualification except in respect of the daughter, but 
i^her case there, is no income limit.' 


/§ 15. — Taxable Income. 

The expression “taxable income” is applied to 
the sum remaining, after deducting from the assess- 
^able income such of the above allowances as are 
j appropriate. 
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§ 16. — ^Reduced Rate of Tax. 

I The first £175 of taxable income is charge^^ to 
{Income Tax, at half the standard rate in the £ (§ 8 
— (No. 2) 1931 ) (for 1930-31, the first £250 was charged 
at four-ninths of the standard rate, i.e., 2/- ; prior to 
1930-31, the first £225 was taxed at half the standard 
rate (§ 23 — 1920)), and the balance at the full standard 
rate. 

§§ 17.— Life Insurance Relief (§ 32—1918; §§ 26 and 
32—1920). 

iVom the tax payable upon the taxable ineome,} 
a deduction is allowed (in terms of tax) in respect 
of premiums paid on qontracts for life insurance 
or for contracts for deferred annuities on the life 
of the taxpayer or his wife. 

The allowance can be claimed in respect of — 

(a) Premiums (whether annual or not) paid by the 
claimant in respect of an insurance, or con- 
tract for a deferred annuity, on his own life 
or on that of his wife ; 

^/\h) Premiums (whether annual or not) paid by the 
claimant’s wife out of her separate income in 
respect of an insurance, or contract for a 
deferred annuity, on her own life or on that 
of her husband ; and 

(c) Any sum which the claimant is liable to pay, 
or to have deducted from his salary to secure 
a deferred annuity to his widow, or provision 
for_his iihildren after, his death. 

In the case of (a) and (6), the contract must be 
made with any Insurance Company legally established 
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in the United Kingdom or in an y British Possession, 

I or lawfully oaiTying on business in the United King- 
■dom, or with a registered friendly society, or in the 
case of a deferred annuity, with the National Debt 
; Commissioners ; or insurances made or annuities 
contracted for with underwriters, being members of 
Lloyd’s or of any other association of underwriters 
approved by the Board of Trade, who comply with 
the 8th Schedule to the Assurance Companies Act, 
1909 (§ 20—1932). 

Whore premiums in respect of any assurance effected 
with/a. roistered irifiudly_saciety:Jare made payable 
for shorter periods than three months, a person claiming 
' relief miist produce a certificate signed by an officer of 
the society specifying the correct amount of premiums 
paid during the year of assessment. A person who 
wilfully gives or produces a false certificate shall 
forfeit the sum of £50. 

The limit of the amount on which the relief is 
calculated is the premiums paid, or one-sixth of the 
total statutory income, whichever is lower, subject 
to the following conditions : — 

(а) Not more than 7 per cent, of the capital sum 
j payable at death, exclusive of other benefits 
i such as bonuses, will be allowed in respect of 

any one policy. 

(б) In the case of poHcies or contracts which do 
not secure a capital sum on death, the total 
amount on which the allowance is calculated 

/((is not to exceed £100, and the policies must 
have been taken out not later than 22nd June, 
1916. In the case of such policies or contracts 
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effected after that date, no allowance is made, 
except where they were effected in connection 
with certain superannuation or pension schemes. 

(c) The limit of one-sixth of the total statutory 
income does not apply in the case of War 
Insurance Pi-emiums, nor does the limit of 
7 per cent, of the face value of the policy, since 
these premiums are in all cases admitted in 
full. 

{d) Allowances in respect of life insurance pre- 
I' miums are not granted unless the person 
claiming is resident in the United Kingdom, 

1 except in the case of British subjects, persons 
V 1 in Crown Service, Missionary Service, etc. 
(§ 24—1920). 

I’he allowance which can be claimed is the amount 
of tax at the “ appropriate rate ” on the amount of 
the allowable premiums paid during the year of assess- 
ment. This “ appropriate rate ” is — 

In the case of policies taken out on or before 
22nd June, 1916 : — 

Half the standard rate of tax where the total 
. statutory income from all sources does not exceed 
.1 £ 1 , 000 ; 

Three-fourths of the standard rate of tax where 
the total statutory income from all sources 
exceeds £1,000, but does not exceed £2,000 ; 

The standard rate of tax where the total statu- 
tory income from all sources exceeds £2,000. 

In the case of policies taken out after 22nd June, 
1916 
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Half the standard rate of tax whatever the amount, 
of the statutory income. 

For 1930-31 in all cases where the appropriate rate was half 
the standard rate, the relief was subject to these limitations : — 

(i) Where the taxable income did not exceed £250, the relief 

was limited to four-ninths of the standard rate, and 

(ii) Where the taxable income was slightly over £250, the 

relief was similarly limited in respect of such part 
of the premiums as exceeded the amount by which the 
taxable income exceeded £250 (§ 11 — 1930). (/Sfee Illus- 
tration on pp. 49 — 50.) ^ 

Prior and subsequent to 1030-31, these limitations do not 
apply. 

Where a taxpayer elects to apply a cash bonus 
on his policy as part payment of the premium due, 
Ihe is entitled to relief only on the amount he actually 
[pays to the Insurance Company in the year of assess- 
, blent (Wafkim v. Jones (1928), 14 T.C. 94). 

An allowance of tax may be claimed at half the 
standard rate in respect of compulsory contributions 
junder the Widows’ Orjihans’ and Old Age Contri- 
ibutory Pensions Act, 1925, on £1 in the, case of a 
jinan and 10/- in the case of a woman. 

Illustration. 

A.s’ total statutory income for the year 193.3-34 is £4,200. 

lluring the year he pays the following premiums in respect of 
life policies : — o 

(1) Standard Assurance Company; — 

Whole Life Policy for £3,000 dated 1911 . . £70 

(2) Mercantile Assurance Company : — 

Whole Life Policy for £12,000 dated 1912 . . £400 

(3) Lancaster Life Assurance Company : — 

Deferred Annuity Premium — Policy dated 1913 £160 

(4) Equitable Assurance Society : — 

(a) Deferred Annuity Premium — Policy dated 1014 £60 

(b) .. „ 1917 £60 
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(5) Sun Life Assurance Company : — 

Endowment Policy for £2,000 — dated 1933 . . £180 

What relief can A. obtain in respect of the above-mentioned 
premiums ? 

(1 & 2) The First and Second Premiums, viz., £70 + £400, 
are legally allowable since neither exceeds 
7 per cent, of the capital sum assured, . . £470 

(3 & 4) The Third and Fourth Premiums must be taken 
together, and as they amount in the aggregate 
to more than £100, A. can claim an allowance of 100 

No part of the £50 premium could be allowed, as 
policy is dated after 22nd June, 1916. 

^ (5) The Fifth Premium exceeds 7 per cent, of the 
V capital sum assured and therefore only 7 per cent. 

is allowable . . . . . . . . 140 

£710 

The allowance is however limited to one-sixth of the statutory 
, income, «.e., to £700. /In such cases, the premiums on the latest 
•dated policies are restricted first, thus giving to the taxpayer 
the maximum rate available, and therefore the duty deductible 
in respect of Life Assurance in the Income Tax Assessment for the 
year 1933-34 will be as follows : — 

£570 at 5/- inf .. .. £142 10 0 

£130 at 2/6 inf 16 5 0 

Total Tax deductible . . £158 15 0 

Note. — ^An Endowment Policy is one in which a capital sum 
llis payable on a certain date or earlier death, and, smee it assures 
|ja capital sum on death, the premium thereon is allowed. 

Marginal Relief, 

It has been pointed out that in the case of policies 
dated not later than ^2i^d tlupe^ 1916, the rate of tax 
at whicji deductions in respect of life assurance 
premiums are allowed depends upon total statutory 
income, and it follows from this method of allowance 
that injustices as between taxpayers with incomes only 
slightly different in amount must inevitably occur at 
various stages. Thus with a total income of £1,000 



§ 17 .] 

THE PBINOlPLES OF IHOOME TAX. 43 

and a standard rate of 5/- in the £, an allowance^ at 
only 2/6 in the £ can be made, whereas with a total 
income of £1,001 the rate is 3/9 in the £. To obviate 
these inequalities a “ marginal relief ” clause was 
} introduced in § 26 11 ). 1920. This relief clause pro- 
vides that when the tax ultimately payable by any 
person, after deducting the allowance in respect of 
life assurance premiums, is greater than the amount 
of tax which would be payable if the total income 
of that person exceeded £1,000 or £2,000, as the case 
may be, tins allowance shall be increased by a sum 
representing the amount by which tax at one-fourth 
of the standard rate upon the amount of the pre- 
miums or payment in respect of which the allowance 
is made, exceeds the amount of the tax at the standard 
rate on the amount by which the total income falls 
shoiii of £1,000 or £2,000, as the case may be. 

The following Illustration shows both the necessity 
for and the effect of this clause : — 

Taxpayer A. has a Total Income of £1,998 and pays Life 
Assurance Premiums £300 for year 1933-31. 

Taxpayer B. has a Total income of £2,001 and also pays Life 
Assurance Premiums £300 for the same year. 

Both are married, and have no children, etc., in respect of which 
claims can be made. All policies are dated 1915. 

A. is liable for Income Tax as follows : — 


Total Assessable Income 

£1,998 




Less Personal Allowance . . 

150 

n 



Taxable Income 

£1,848 




Chargeable £175 at 2/6 . . 


£21 

17 

6 

£1,673 at 3/-- 

= 

418 

5 

0 

Total 


£440 

2 

6 

Less life Assurance Belief — 





£300 at 3/9 . . 

= 

56 

6 

0 

Net Tax payable on ^ this basis 

£383 17 

6 
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B. is liable for Income Tax as follows : — 

Total Assessable Income . . £2,001 

Les8 Personal Allowance . . 150 

Taxable Income . . . . £1,851 

Chargeable £175 at 2/6 . . . . = £21 17 6 

1,676 at 5/- . . . . = 419 0 0 

Total .. .. £440 17 6 

Le88 Life Assurance Belief — 

£300 at 5/- .. .. 75 0 0 

Net Duty payable . . £365 17 6 

Thus A. with an Income £3 less than B. would pay £18 more 
Income Tax. 

Under the provisions of this section, however, A. is entitled to 
a further allowance of £18 5s. Od. computed thus • — 

Amount of Premiums £300 at 1/3 = £ls 15 0 

y L€8s £2,000 minus £1,998 = £2 

at 5/- = 10 0 

Additional Allowance £18 

making his total allowance for Life Assurance Premiums £74 10s. Od. 
and his tax payable only £365 12s. 6d., or less by 5/- than the tax 
payable by B. 

It should be noted that in the application of this marginal 
relief, the additional quarter of the standard rate is allowed both 
on policies dated on or before 22nd June, 1916, and on those dated 
thereafter. This is an anomaly arising out of the wording of § 32 
(9) — 1916, (§ 26 (7) — 1920); although it is undoubtedly contrary 
I to the intention of the Act, benefit should be taken of it in appro- 
j piiate cases, since in the application of income Tax Law the strict 
I wording of the Act must be followed. The result is that in cases 
where this anomaly arises the taxpayer obtains a greater relief 
than he would obtain if his income were over £1,000 or £2,000, as 
the case may be. 
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Example. 

C. has a Total Statutory Income of £990, is single and pays 
Life Insurance Premiums of £150, of which £80 is in respect of 
pre-1916 policies. 


C.’s liability for Income Tax for 1932-3 is as follows : — 


Total Statutory Income 

£990 



Less Personal Allowance*^ 

100 



Taxable Income . . 

£890 

• 


Chargeable £175 at 2/6 . . 

, , 

£21 17 

6 

715 at 5/- .. 

• 

178 15 

0 



£200 12 

6 

Less Life Assurance Relief — 




£150 at 2/6 

£18 1.) 0 



Add Marginal Relief 




£150 at 1/3 £9 7 6 




Less £10 at 5/- 2 10 0 





- 6 17 6 





25 12 

6 

Net Tax payable 


o| 

0 

Had C.’s Total Statutory Income been £1,001, his total T.if« 

Assurance Belief would have been : — 




£80 at 3/9 

, £15 0 

0 


70 at 2/6 

8 15 

0 


Total Belief . . 

. £23 15 

0 



It is obvious, of course, that it is only where there are policies 
dated on or before 22nd June, 1916, that marginal relief can arise 
at all. The primary test must be satisfied by taking the normal 
rates of relief in the first instance. Where all policies bear later 
//dates there is no anomaly, since the relief is at half the standard 
rate., 

§ 18. — Simple Illustrations of Personal Computa- 
tions. 

(1) D. is a married man with three children under 16. His in- 
come consists of a house, of which the Net Annual Value for Assess- 
ment is £120, Director’s Fees £600, and interest on £900 4% Consols, 
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His wife has a business, the profits of which are £300 for assessment 
in 1932-33. D. pays a premium of £30 on a policy on his own life 
for £1,200 ; his wife pays a premium of £20 on a policy on his life 
for £700. D.’s own policy is dated 1912, his wife’s 1929. 

The house is subject to a ground rent of £20 per annum. 
Mrs. D. maintains her widowed mother, who has no other income. 


Computation for 1932-33. 


House . . 

£120 

Consols Interest 

36 

Director’s Fees 

600 

Wife’s Profits 

300 


1,056 

Less Ground Rent 

20 

Total Statutory Income . . 

1,036 

Deduct — 


Earned Income Allowance — 


;th of £900 

180 

Assessable Income 

856 


Deduct — 


Personal Allowance 

£150 


Additional Personal Al- 

lowance (Maximum) . . 

45 


Children Allowance (3) 

130 


Dependent Relative Al- 

lowance 

25 



— 

350 

Taxable Income . . 


£506 


Chargeable £175 at 2/6 . . . . = £21 17 6 

331 at 5/- . , . . = 82 15 0 

104 12 6 

6 
0 

8 2 6 

Net Tax to be borne 96 10 0 


Less Life Assurance Relief — 

£k) at 3/9 . . . . £5 12 

20 at 2/6 .. ..2 10 
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Brought Forward £96 10 0 

But the tax deducted from the Ground 
Rent must be accounted for, therefore — 

Add Tax deducted from Ground 
Rent £20 at 5/- . . . . ,>0 0 

Total tax to be accounted for 101 10 0 

Of this amount there has been paid by 
deduction at source, tax on the Consols 
Interest — 

£36 at 5/ 9 0 0 

Leaving to be paid on direct Assessments . . . . £92 10 0 

Of this amount the tax on £120 in respect of the 
house is p^able under Schedule A, £120 at 5/- = £30 0 0 

And the balance under Schedules D and £ . . 62 10 0 

£92 10 0 

(2) £. is aged 66. He is a widower, having resident with him 
his sister as housekeeper. His income consists of dividends on 
£10,000 4% Consols and Director’s Fees of £90. His life is insured 
for £1,000 under a policy dated 1900, on which the premium is £29. 

Computations for 1932-33 


Consols Interest 

. . 

£400 

0 

0 

Director’s Fees 

. . 

90 

0 

0 



490 

0 

0 

Deduct — 




, 

Old Age Allowance }th 

. . 

98 

0 

0 

Assessable Income. . 

. . 

392 

0 

0 

Deduct — 





Personal Allowance 

.. 100 




Housekeeper Allowance. . 

50 

150 

0 

0 


Taxable Income 


.. £242 0 0 



48 


INCOME TAX. 


[Chap. II. 


Chargeable . 

£175 at 2 '6 .. . . £21 17 6 

67 at 5/- . . . . 16 15 0 


— 

38 12 

6 

Less Life Assurance Relief ; — 

£29 at 2/6 

3 12 

6 

Net Tax to be borne 

35 0 

0 

Less Tax borne by deduction at 

source, £400 at 5/- 

100 0 

0 

Tax reclaimable 

£65 0 

0 


(3) F., whose wife is aged 69, has an income of £510, of which 
£150 is earned (£30 by his wife). No tax has been deducted at 
source. 

Computation for 1932-33. 

If Age Allowance is not Claimed : — 

Unearned Income . . . . £360 

Earned Income . . . . 150 


Total Statutory Income . . 510 

Deduct — 

Earned Income Allowance 

(Jt.hof£150) .. .. 30^ 

Assessable Income . . 480 

Deduct — 

Personal Allowance . . £150 
Additional Personal 
Allowance ( Jths of £30) 24 

174 


Taxable Income . . . . £^6 

Chargeable ; 

£175 at 2/6 £21 17 6 

131 at o/- 32 1*> 0 

£54 12 6 

If Age AUouance is Claimed ; 

Total Statutory Income . . . £510 0 0 

Less Margin ” . . . 10 0 0 

Substituted Income . . . 500 0 0 

Deduct — Age Allowance ( Jth) . . 100 0 0 


400 0 0 
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Brought forward . . £400 0 0 

Deduct — 

Personal Allowance . . £150 

Additional Personal Allowance 24 

174 0 0 



£226 

0 

0 

Chargeable — £175 at 2/6 . . 

£21 

17 

6 

51 at 5/- . . 

12 

15 

0 


34 

12 

G 

\ Add — Half Margin 

5 

0 

0 

Tax Payable 

£39 

12 

6 


The Age Allowance would therefore be claimed, resulting in a 
saving of £15. 

(4) (a) H. had a taxable income of £280 for 1930-31, and paid 
£45 in Life Insurance Premiums on his own life. 


Tax Payable — 


£2^ at 2/- 

. £25 

0 

0 

30 at 4/6 

6 

15 

0 


31 

15 

0 

Leas Life Assurance Belief — 




£30 at 2/3 .. £3 7 

6 



15 at 2/- .. 1 10 

0 



— 4 

17 

6 

Net Tax Payable 

. £26 

17 

_6 


The object of the limitation of the rate of relief (see p. 41) 
was to eusure that the taxpayer should not receive relief at a rate 
higher than that at which he had been charged to tax on the income 
out of which the premium was payable. In this illustration, the 
premium (£45) exceeds by £15 the amount by which the taxable 
income (£280) exceeds £250. 

There is no corresponding restriction of the higher rates of 
relief, where applicable, e.g., 

(6) X. was a married man, with 11 children under 16. Hiti» 
sole income was his salary of £1,200 per annum. He paid £40 
premium each year on a policy taken, out in 1912. 

D 
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Statutory Income, 1930-31 • . . . £1,200 

Dtdud — Earned Income Allowance } 200 

Assessable Income . . . . 1,000 

Deduct — ^Personal Allowance £225 

Children Allowance 560 

785 

Taxable Income . . . . £215 


Chargeable at 2/- 

Lesa life Assurance Kelief : — 
£40 at3/4^ 

Tax payable 


.. £21 10 0 

6 15 0 
. . £14 15 0 


Although X. paid tax only at the 2/- rate, he was entitled 
to relief at 3/4^ ; the restriction stated on p. 41 applied only where 
half the standard rate would, but for the restriction, be the 
appropriate relief. 


§ 19. — Reliefs and Allowances in Terms of Tax. 

According to the provLsions of § 40, Finance Act, 
1927, the total statutory income should be charged 
at the standard rate and all the allowances be deducted 
in terms of tax. From the tax remaining after 
deducting tax on the earned income, personal, child, 
housekeeper and dependent relative allowances, as 
may be applicable, there should be deducted *one- 
half of the amount so remaining or tax on t£175 
at *half the standard rate, whichever sum is the lower 
(§ 40 (2)— 1927; § 10—1930 ; § 8— (No. 2) 1931). Life 
assurance relief is then given as a deduction in the 
same manner as that already explained. 

* For 1930-31, five-ninth., (.e., 2/6. 
t Pnor to 1930-31, £226 ; for 1930-31, £250. 
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This new method (which is strictly the legal method) 
of giving effect to allowances is not employed in 
practice at present. 

Worked in this way, Illustration (1) in § 18 of this 


Chapter would appear as follows : — 

Total Statutory Income £1,036 at .5/ £259 0 0 

Earned Income Allowance, £180 at 5/- 46 0 0 


214 0 0 

Deduct Personal Allowance . . £150 

Additional Personal Al- 
lowance . . 45 

Children Allowance . . 130 

Dependent Relative Al- 
lowance . . 25 


£350 at 5/- 

87 

10 

0 


]26 

10 

0 

Deduct Reduced Rate Allowance • — 




£175 at 2/6 (being less than half of 




£126 10s. (Jd.) 

21 

17 

6 


104 

12 

6 

Less Life Insurance Relief . . 

8 

2 

6 

Net Tax to be home . . 

£96 

10 

JO 


(From this point the computation is unchanged.) 


§ 20. — ^Income of Married Women. 

, The income of a married woman living with her 
husband is deemed to be his income, and any'daim 
■for allowance or relief must be made by the husband, 
'who must include in his return of total income his 
■wife’s income as well as his own (Rule 16,'^ All 
Schedules Rules). 

Unless, therefore, express application is made for the 
separate assessment of the incomes of husband and 
■wife, the husband must aggregate his wife’s income 
■with his o^wn should he desire to claim any allowances 

^Or rdlAffl- fl.nH Tirill Ltt Ilia rlnl-tT « .-x 
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In cases where application is made for the purpose, 
separate assessments* can be claimed in respect of the 
income of the husband and the income of the wife. 
•/If this is done separate returns _ will be luade, (but 
the total allowances and deductions granted will not 
in any case exceed the amount ordinarily obtainable 
(§ 25—1920). 

Although separate assessments can be made in 
|this way with the object of propcrlj' apportioning the 
incidence of the tax, nevertheless the incomes of the 
husband and wife will be treated as one for the pur- 
pose of ascertaining the amount of any allowances 
or rehefs deductible. 

The application for sepai*ate assessment must be 
made either by husband or wife, within six months 
before the sixth day of July in the year of assessment 
(ill the case of persons marrying within the year, 
then before the sixth day of July in the following 
year). The application has effect for that and 
subsequent years until withdrawn by notice within 
a like period in the year for which it is desired to 
revert to joint assessments (Hule 17, General Rules ; 
§ 26—1919 ; § 40—1927, and § 22—1930). 

For the purpose of a claim for allowances or de- 
ductions, a return may be made by the husband 
or the wife of the total joint income, but if the 
Inland Revenue Authorities are not satisfied with such 
I return, they may call upon the other party to the 
j marriage also to make a return. 

The apportionments under this section are on the 
following basis (§ 25 — 1920, and § 46 and 5th Schedule 
—1927 ) ;— 

* Separate) assesemenls in respect of Sur-Tax cun also be claimed 
{See Cfhap VIII. § 6 ) 
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The incomes of husband and wife shall .be 
aggregated in ascertaining the amount of the 
allowances, etc., so that no greater joint benefit 
, is obtained by separate assessment of husband 
^ I and wife thaii if no application had been made 
'for separate assessment. 

(6) The allowance in respect of earned income must 
be aj>portioned between husband and wife in^ 
I proportion to their respective earned incomes. 

(c) The age allowance must be apportioned between 
husband and wife in proportion to 'their 
respective total incomes. 

(d) The personal, additional personal, and child 
allowances, and the reduction in the rate of 
tax on the first £175 of taxable income must 
be apportioned in proportion to the amounts 
of their respective assessable incomes. 

(e) Relief in respect of life assurance premiums 
is given to whichever party to the marriage 
actually j)ays the premium. (Where the allow- 
able premiums are restricted by the operation 
of the rule relating to one-sixth of the total 
income, the premiums on policies bearing the 
latest dates are abated first, thus giving to the 
taxpayer the maximum relief — ^the person 
paying the allowed premium still gem the 
relief, however inequitable it may be. Any 

y|inequities should be adjusted by agreement 
il between husband and wife. ) 

.y(/) Deductions in respect of an adopted child 
or dependent relat ive are granted to whichever 
Jjparty to the marriage actually maintains the 
jlphild or relative. 
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Illustration. 


Income of Husband 


Business Assessment, 1932-33 £2,000 

Gross Taxed Dividends . . . . . . . . 600 


Life Assurance Premiums paid by husband — . 
On own life (policy dated 1919) . . £100 

On wife’s life (policy dated 1910) . . 50 


Income of Wife, 

Business Assessment, 1932-33 . . 

Gross Taxed Dividends . . 


150 

£500 

500 


Life Assurance Premiums paid by wife — 

On husband’s life (policy dated 1910) . . 100 

Claims are made for three children, one adopted child main- 
I tained by husband, and wife's widowed mother maintained by 
wife. 


Income T\x Liability if no Claim for Separate Assessment. 

Business Assessments . . . . . . . . £2,500 

Gross Taxed Dividends . . . . . . . 1,000 

Total Statutory Income . . . . . . 3,500 

Deduct — Earned Income Allowance (Maximum ) 300 

3,200 

Deduct — Personal Allowance . . . , £150 

Additional Personal Allow^auce 45 

Children Allowance (4) .. 170 

Dependent Relative Allowance 25 

390 


Taxable Income 


£2,810 


Chargeable flT.l at 2/6 in £ .. £21 17 6 

2,635 at t>/- ,, .. 658 15 0 

680 12 6 

Leas Life Assurance Relief — 

£150 at 5/- £37 10 0 

100 at 2/6 12 10 0 

50 0 0 


£630 12 6 


Net Tax to be borne 
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Income Tax Liability of Husband and of Wife if Separate 
Assessment is Claimed. 


From Business 

Gross Taxed Dividends 

Husband. 

£2,000 

500 

Wife. 

£500 

500 

Total Statutory Income 
Deduct — Eamed Income Allowance — • 
Husband of £300 

Wife of £300 

£2,500 

240 

£1,000 

60 

Assessable Income 

. 2,260 

940 


Deduct — Personal Allowance £150 
Additional Personal 
Allowance . . 45 

Children Allowance 
(3) . . . . 130 


£325 

Husband of £325 . . £230 
Wife of £325 . . £95 

Adopted Child Allowance 40 
Dependent Relative Allow- 
ance — 25 




270 


120 

‘ , '' Taxable Income 


£1,990 ‘ 


£820 

(!)hargeable — 





At2/(>^^^?,i;offl75=/£123 12 O' '.£15 

9 

0 



V/o-If of £175= 

— 

£51 8 0 

£6 

8 6 

At 5/- .. £1,866 8 0.. 466 

12 

0 768 12 0 

192 

3 0 

482 

1 

0 

198 

11 6 

Leas Life Assurance Belief — 





£150 at 6/- (H. £50, 





W. £100) . .£12 10 0 



25 

0 0 


£100 at 2/6 . . 12 10 0 

25 0 0 


Net Tax to be borne £457 1 0 £173 11 

Of these sums Income Tax has been suffered by deduction 
from Taxed Dividends to the extent of £500, at 5/- in the £—£125 
jthy each party, so that the Income Tax chargeable by direct assess - 
;ment amounts to £332 Is. Qd. and £48 Us. 6d. respectively. 
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Although where the assessment is made on the wife 
the goods of the wife can be distrained upon for 
(recovery of the Income Tax» the goods of the husband 
are nevertheless also available for this purpose, but 
not without a written demand for payment being 
first made to the husband or left for him at his usual 
place of residence, and only after failure on his part 
to pay such tax within seven days of such demand 

(§ 171). 

A married woman who is living in the United Kingdom 
separate from her husband can make her pwn claim 
for allowances and reliefs without any account being 
.taken of the income of her husband (Rule 16, All 
Schedules Rules). It is a question of fact whether 
or not a wife is living with or maintained by her 
husband. 

The income of a widow is treated on exactly the 
same lines as in the case of a spinster or a bachelor, 
and .she is in consequence entitled to claim all applic- 
able allowances on her own behalf. 

An interesting point arises in connection with the 
income of a lady about to be married. Immediately 
after marriage her income becomes part of the 
'Statutory income of her husband, and consequently 
her statutory income for the year in which her 
marriage takes place is represented by the incom'e 
arising to her between the 6th April in the year 
of her marriage, and the date of her marriage. Thus, 
a lady might haye been in receipt during spinster- 
hood of a substantial income each year, and yet be 
’Able to claim total exemption from Income Tax 
lin respect of the year during which her marriage 
took place. 
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Illustration. 

A lady in receipt of a private income of £1,500 a year marries 
on 6th May. Her statutory income between the 6th April and 
€th May amounts to exactly £100.* She is entitled inconsequence 
to claim entire exemption from the payment of Income Tax 
by reason of her personal allowance of £100, and if tax has 
already been paid by way of deduction, she can claim a refund 
of tax on the full amount of this income. Her husband will 
be liable in respect of the balance of the income for the year. 

A similar point arises in connection with the income 
of a widow during the year in which her husband 
dies, for the reason that up to the date of her 
husband’s death her income forms part of his 
statutory income, and consequently her statutory 
income for the year in which her husband dies is 
represented by the amount she receives between the 
date of his death and the 5th April succeeding (but 
see Leitch v. Emmott (1929), 2 K.B. 236 — Chap. XI, 
§ 14. ) The husband is entitled to the full year’s fiersonal' 
allowance as a majried man (£150), both in the year 
of marriage and in the year of his death. 

Similarly, in the year in w'hich the husband dies, 
allowance for the children of the marriage may be 
claimed both by the husband and by the widow. 


§ 21. — Members of Parliament. 

The salary of a Member of Parliament is teamed 
income, and allowance in respect of earned income 
can be claimed on the net amount after deducting 
all the expenses of travelling incurred in earning it. 
fin the majority of cases the net income is treated as 
! nil because the expenses claimed exceed the salary. 

* Note that the Statutory Income is not necessarily one -twelfth of a 
I year's income. The reason for this apparent anomaly will be explained 
; pater. 
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§ 22. — Non-Resident Taxpayers and Allowances. 

The follo'wmg allowances and reliefs do not apply 
in the case of any individual who is not resident 
in the United Kingdom, viz. : — Earned income 
allowance, age allowance, personal, additional 
personal, child, housekeeper and dependent relative 
allowances; reduced rate relief and life assurance 
relief. 

But an individual who satisfies the Commissioners 
of Inland Revenue that he or she — 

V- (a) is a British subject ; _or. 

(6) is a person who is, dr has been, employed in 
the service of the Cro'^, or in the service of 
a Missionarj' Society)^ or any Native State 
under the protection of His M^esty ; or 

(c) is resident in the Isle of Man'^^or the Channel 
. lslan.ds‘; or 

{d) has previously resided within the United 
{Kingdom and is resident abroad for the sake of 
his or her health, or the healtli^of a member of 
' his or her family resident with him or her ; or 

(c) is a widow' whose late husband was in the 
service of the Crown, 

is entitled to the allowances and reliefs, but in 
such cases any allowance given must not reduce the 
Income Tax payable below the amoiuit which bears 
the same proportion to the tax which would be 
payable if calculated on the total income from all 
sources, as the amount of the income subject to 
IjUnited Kingdom' Income Tax bears to the amount 
I'of the total income from all sources (§ 24 — 1920 
And § 40—1927). 

The Commissioners are empowered by § 28 (3) 
to receive an affidavit giving the particulars required 
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by the Act and taken before any person who has 
authority to administer, in the place where the 
claimant resides, an oath with regard to any matter 
relating to the public revenue of the United Kingdom. 

An appeal from the decision of the Commissioners 
of Inland Revenue may be made to the Special Com- 
Imissioners within three months from the date on which 
< notice of their decision is given (§ 20 — 1926). 

Illustration. 

A. is a British subject resident abroad. He has an income from 
all sources of £2,000 of which only one-quarter is subject to United 
Kingdom Income Tax (by deduction at source). 

Assume A. has a wife, two children for whom allowance may 
be claimed, and one life policy dated 1910, the annual premium 
upon which is f.'iO. His earned income (earned abroad) is £1,200. 


COMPPTATIOK OF LtABILITY, 1932-33. 


Income liable to United Kingdom Tax 

£500 

Income not liable to United Kingdom Tax- 

— 

Earned 

£1,200 

Unearned 

300 


1,500 

Total Statutory Income 

2.000 

Deduct —Earned Income Allowance 

240 


1,760 

Deduct — Personal Allowance 

£150 

Children „ 

90 


240 

Taxable Income 

"£1,520 

Chargeable £17«5 at 2/6 

.. £21 17 6 

1,345 at 5/- .. 

.. 336 5 0 


S.’SS 2 6 

Less — Life Assurance Relief : — 

£50a.t5j- 12 10 0 

Net Tax to be borne if Total Income 
[jfromjdl sources were chargeabla . . £34i)_12 6 
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Proportion applicable to Income liable in the 

United Kingdom of £345 128. 6d. =» £86 8 2 

Deduct — Tax deducted at source — 

£600 at 5/- 126 0 0 


Income Tax repayable 


£38 11 10 


It should be observed that income from certain 
Crovemment securities (c/. p. 25) is exempt in the 
hands of non-residents, and must therefore, in a 
/jclaim under the above provisions, be included as 
/' income not liable to United Kingdom Income Tax. 

^ § 23. — ^Due dates for Payment of Income Tax 
(§ 157). 

'^xcept in the case of earned income of individuals, 
or piirtnerships', the Income Tax in an assessment 
for any year of assessment is payable on or before the 
1st January in that year (or the day after the assess- 
|ment is signed and allo'wred, if after 1st January). 
!A11 limited or unlimited companies and all individuals 
and firms in respect of unearned income, must 
therefore pay the tax due under all schedules on 
, 1st January I except in the case of railway companies 
in England and Northern Ireland, who pay tax, 
■under Schedule D, by four quarterly payments, 
f on or before the twentieth days of Jpne, September, 
December and March, respectively, in the year of 
assessment (§ 157 (3)). In the case of the tax upon 
the earned income of individuals and firms, how- 
ever, i.e., 

Income Tax payable by any individual or firm 
under — 

(a) Schedule B, in respect of lands occupied for 

^ husbandly?' only,; 
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(6) [Schedule D, Cases 1 and II (trades, prpfessions 
^ and vocations), and other Cases if earned ; 

(c) Schedule A, where allowed to lie treated as 
earned income 

or by any individual under Schedule E (except those 
jwhose Income Tax is deducted at definite intervals of 
less than half a year, and weekly wage earners assessed 
ihalf-yearly) is payable in two instalments, the first 
at 1st January in the year of assessment, and the 
second at 1st July following the close of the year of 
assessment (§ 157* (2), § 21 — 1927, and § 29 — 1933). 
Prior to 1931-32, and for 1933-34 onwards (§29 — 
1933) these instalments are equal (but for 1931-.32 
and 1932-33, the first instalment was for three: 

• ■'quarters of the tax due, and the second instalment 
ifqr the balance (§8 — 1931)). 

I* 

[Income Tax assessed under Schedule A was ' 
also payable by two instalments prior to 1927-28 
(§ 167 (2)).] ■ 

The Income Tax due from weekly wage earner^ 
in respect of the lialf-year ending 5th . October is 
Idue on the following 1st January ; that in respect 
^ , of the half-year ending 5th April, on the following 
list July*; or, in either case, twenty-one days after 
the date of service of the notice of assessment, if 
later; or fourteen days after the determinatimi of 
•an appeal, if later (S. R. & 0,, No. 702, 1925.) 

2 § 24. — The Necessity for Making a Return. 

I Every person who receives an Income Tax Form 
v^s bound to make a return of liis total income 
(§ 100 — 1918, and § 43 — 1927). If he fails to do so. 
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or he makes an untrue or incorrect return he 
renders himself liable to a penalty of £20 and treble 
'the duty chargeable if sued for before the District 
■ Commissioners, or £50 if sued for in any of His 
Majesty’s Courts (§ 107). 

The liability to make a return exists in the case of 
persons having income subject to charge, even when 
no form of return has been received, since general 
(notices are given by affixing a notice on, or near to 
Hhe door of the church or chapel and market house 
'or cross (if any) of the parish,* and are deemed 
sufficient notice to all persons resident in the parish 
|(§ 98). It is' the duty of such persons to obtain a 
{form and make their returns. 

A penalty not exceeding £5 may be imposed for 
{failing to make a return when a form calling for a 
I return is received, even if the person in question 
! proves subsequently that he is not chargeable to 
Iduty) (§ 100). 

^ The case of a person who does not keep books of 
account is difficult. It is probably impossible for 
such person to make a correct return, and conse- 
quently, in order that he may comply with the 
(statute, he should state the fact clearly on the return, 

' and estimate his income to the best of his 
ability. i^This line of action places the taxpayer 
entirely in the hands of the Commissioners, who may 
assess him at whatever figure they please. He has, 
of course, an opportunity of appealing ; but, as the 
onus of proof that the assessment is incorrect falls 
Ign himself, the absence of proper books of account 
' Iwill prove difficult to overcome. The Commissioners, 
however, are not usually unreasonable in their 
demands. 
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The return forms require the taxpayer to state 
in each case the income of the preceding year. In 
Section B is inserted all untaxed income assessable 
under Schedules D and E, and in Section C the income 
{assessable under Schedules A and B and ftll taxed 
jnjaomo. Tn Section D must be inserted the annual 
'charges-' ( likewise of the previous year ). Spaces 
,|^re provided for making notes regarding any changes 
111 seurces for the year of assessment. {See Specimen 
Return in Appendix 111.) 

I In order to arrive at the statutory total income 
for 1932-33, it is normally necessary to take Section 
B of the 1932-33 return (since sources under Schedules 
D and E are assessable on the preceding year’s income) 
and Sections C and D of the 1933-34 return (since 
sources under Schedules A and B, income taxed at 
source, and charges on income, must be taken into 
account at the amounts for the year of assessment). 

The forms issued to individuals also contain sections 
in which to insert claims for the appropriate allowances. 

The return forms -are usually issued by the Inspector 
in April, and must be completed and returned to the 
Inspector ^thin 21 days. 

Where no completed return is received from any 
person by the Inspector or the Assessor, the latter 
must make an assessment upon the person charge- 
able under Schedules A, B and E, in an amount 
which appears to him to be correct, and estimate 
the Schedule D assessment for the information of 
the Commissioners (§ 112 — 1918, and § 46 and 
6th Schedule, 1927). 

The assessments under Schedules A, B and E are 
allowed by the General Commissioners after the 
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Inspector has examined them. The assessments under 
Schedule D axe considered by the Additional Com- 
missioners before being signed by the General 
'Commissioners. • 

A banker can be required to render returns of 
untaxed interest received on Government Securities 
belonging to customers but registered in the bank’s 
name, e.g., where the bank acts as trustee under a 
Will or Settlement, where the stock has been taken 
as security for an overdraft or a guarantee, etc. 
{Attorney-General v. National Provincial Bank (1928), 
14 T.C. 111). 

§ 25. — ^Accounts in Support of Return. 

Accounts are not necessarily required to support 
a return, but it is the usual custom, in the case of 
•limited companies, for a request to be made for a copy 
iof the Balance Sheet and Accounts in order to 
facilitate the making of an assessment, and this 
information should be immediately supplied. 

In the case of private firms, and sole traders it was 
at one time not so usual to ask for accounts, and even 
•where a request was made it only applied to the Profit 
.and Loss Account ; nowadays, however. Balance 
'.Sheets are almost invariably asked for in addition. 
This has been considered unreasonable by many of the 
public, and by a number of professional accountants ; 
.but providing the return which has been made is a 
•correct one, the submission of these documents cannot 
prove detrimental to the taxpayer. ;A Balance Sheet 
is asked for, not, as so many seem to suppose, for the 
purpose of inquisition into the private affairs of the 
individual, but in order to see whether .there are any 
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lloans upon which interest is payable which have 
not been declared, to see whether any profits have 
jbeen placed direct to the credit of capital, and 
generally to reconcile the taxpayer’s income with his 
capital position. 

It must be borne in mind that a trader’s Balance 
Sheet is the only statement which is of any real use 
to him in ascertaining his financial position, and that 
•a Profit and Loss Accoimt is only a link connecting 
two Balance Sheets. 

In considering the reasonableness of such requests, 
it must be remembered that it is the duty of the In- 
jland Revenue Authorities to assess the tax as correctly 
;as possible, having regard to the information at their 
disposal. It is in the public interest that each person 
should pay what is legally due from him, and unless 
he has dishonest desires to evade payment of the 
(proper amount, there is no reason why he should 
refuse to facilitate the duties of the authorities by 
furnishing them with the information and explana- 
tions for which they may ask. 

I It is true that the Inspector has no legal right to 
demand or receive accounts, but he can enforce his 
demand indirectly and effectively, since he can raise 
an objection to the assessment, and the Commissioners 
can then demand accounts, to which the Inspector 
jmust have access. It is therefore better and wiser to 
•comply with his request for accounts in the first place/ 

The omission to furnish accoimts when called upon 
to do so is apt to be considered as an admission that 
Ithe accounts do not support the return that has been 
jmade, with the probable result that the assessment 
Wl be increased. If, as a fact, the accounts are in 
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order, an a])peal will then be necessary in order to get 
the assessment reduced, involving additional trouble 
and expense, which would have been entirely avoided 
had accounts been furnished in the first instance. 


§ 26 . — ^Accounts prepared by Professional 
Accountants. 

The Inland Revenue Authorities ])refer tliat the 
'accounts submitted to them on behalf of taxpayers 
should be certified by professional accountants. In 
simple cases it may be unnecessary for the accountant 
jto see the Inspector on the accounts, but if any special 
‘points are involved, it is advisable for him to meet 
ithe Inspector and discuss the question freely with him. 
In this way an agreement will often be arrived at in 
a few moments which will avoid much future trouble. 

Inspectors of Taxes are not paid by results, and 
their object is to get exactly what is legally due from 
.the taxpayer, no more and no less. Theoretically it is 
not the duty of Inspectors to instruct the public as to 
•*their rights in the matter of Income Tax, although 
more often than not they go out of their way to do so ; 
ibut it is undoubtedly tlieir business to see that the 
taxpayer carries out his duties to the State. In per- 
forming this difficult work the representatives of the 
Inland Revenue are rarely given full credit for the 
trouble and labour which they often take upon them- 
selves for the direct benefit of individual taxpayers. 

An appreciation of these facts by professional 
iaccountants, and an adoption by them of a courteous 
Attitude towards the officials, cannot do otherwise 
than help to maintain and increase that respect with 
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[Which the work of professional accountants generally 
is now regarded by the Income Tax Inspectors. It 
will be found that the latter, when dealing with 
difficult cases, will generally give an opinion based on 
principle, irrespective of result. 

The queries asked by Inspectors may at times seem 
uAnecessary and irrelevant. It must be borne in 
Imind, however, that the Inspector often has sources 
of information not available to the accountant, and 
the questions are asked in all good faith, and should be 
answered accordingly. 

Practitioners will recognise those few occasions 
when some very junior official has been indiscreet; 
in such cases a tactful wt>rd to the senior Inspector 
is much better than an undignified protest. 

The General Gommissioners are bound to hear 
•on behalf of the appellant any accountant who has 
been admitted a member of an incorporated society 
of accountants (§ 137 — 1918, and § 25 — 1923)^ 


§ 27. — Notice of Assessment. 

Shortly after an assessment is made, notice is given 
(normally in the Autumn) to the person assessed, 
who has the right of appeal if the assessment is 
.not, in his opinion, correct. As soon as the ftotice 
'is received, the amount of the assessment should be 
jchecked with the accounts prepared for the return, 
in order to ascertain whether it agrees therewith, 
and whether the proper allowances have been duly 
paade. This precaution is frequently neglected until 
^the actual demand note for the payment of tax is 
received, when the ordinary period within which an 
{appeal can be allowed will have passed. 


E2 
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§ 28. — ^Appeal against Assessment. 

Notice of appeal must be made in writing to tlie 
Tns])o(!tor within twenty-one days of tlie date of the 
lasscssment notice, the appeal being eitlier to the 
Genera] or ST)ecial C^ommissioners (§§ 133, et seq.). 
If the assessment was made by the S])e(!ial f!om- 
missioners, the appeal must be made to them (§ 147). 
'It- will gi’eatly facilitate the apj)eal if accounts are 
lodged. 

If dissatisfaction with their decision is exjiressed 
at once, i.e., as soon as they have given their decision, 
and written notice to th(‘ clerk to the Commissioners 
is then given within 21 days, aceompanied by a 
remittance of one pound, the Commissioners may 
be recpiired to state, a case on a point of law, for the 
opinion of the High ('ourt, and the decision of the 
High (^ourt is subject to revision by the Court of 
Appeal and the House of Lords (§ 149). 

The SjKicial (Commissioners licaring an ajijieal 
against an assessment made by themselves may be 
required to state a case on any jioint for the opinion of 
the Commissioners of Inland Revenue, whoso decision 
on a point of fact would be final, but on a jioint of law a 
case can be demanded for the o])ini(,n of the High Court. 
A])j)ea]s to the Commission em of Inland Revenue under 
this provision, it is bclievi'd, are never matle. 

No appeal upon a question of fact can be matle from a 
decision of the Sjiecial (Commissioners in respect of an 
assessment made by the General (’ommissioners ; nor 
is there any ajipeal against a decision of the General 
Commissioners on a question of fact, except as regards 
questions of residence or domicile (§ 27 — 1924). 
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Late appeals are allowed where the person con- 
cerned has been prevented from giving notice in time 
by absence, sickness or other reasonable cause (§ 136 
(3) ). Application in such cases is supposed to be 
made to the Clerk to the Commissioners, but in 
practice all such applications are dealt with by the 
Inspector of Taxes. 

In the case of an a])j)eal against an assessment 
made under Schedule J) or according to the Rules 
applicable to that Schedule, the appellant must in 
the notice of a})peal sj)e<*ify the grounds of the appeal. 
If, however, on the hearing of the appeal, the appellant 
desires to go into any ground of a])peal which was 
not specified in the notiee and the omission oi" that 
ground from the notice was, in the opinion of the 
Commissioners hearing the appeal, not wilful or un- 
reasonable, those Commissioners are not precluded 
from allowing the appellant to go into that ground 
or taking it into their consideration. 

Notwithstanding that the hearing of an a])pcal 
against any such assessment either — 

(а) has been postponed owing to absence or 
sickness or other reasonable c-ause under 
§ 126 (3)— 1918 ; or 

(б) has been {idjourned 

beyond the time limited for hearing appeals, the 
Commissioners must nevertheless proceed to allow 
and confirm the assessment, but pending the deter- 
mination of the appeal, the allowance and confirmation 
of the assessment is to be deemed to be in respect of 
such amount only of the tax thereby assessed as appears 
to the Commissioners not to be in dispute, and tax 
is to be collected and paid in that amount in all 
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respects as if it were tax charged by an assessment 
in respect of which no appeal was pending. On the 
determination of the appeal any balance of tax 
chargeable in accordance with the determination is 
payable, or any tax overpaid is repaid (§ 25 — 1926 ; 
§ 24—1930). 

The Inspector of Tax(\s has no mowi right to be 
present when the Commissioners are considering 
their decision than any other party to an a])])eal 
(i?. V. Hrixton Income. Tax Commiwioners and Another 
(1913), (} T.C. 195). 

§ 29. — Production of Books and Accounts in 
Support of Appeal. 

The Conimissioivers cannot comi)el an a])])ollant to 
])roduce Hooks of Account ; but tJiey can insist u[)on 
the submission of schedules of ])articulars, which 
practically amount to Balance Sheets and Pi'ofit and 
Loss Accounts. A refusal is cci-tain to ])rovc detri- 
mental to the tax})ayer if he wishes to substantiate 
an a])])eal against an assessment', as it would be 
considert'd prima facie evidence of tlu* correctness of 
the assessment. 

Eveji in eases where accounts are put forward in 
support of a reduction of an assessment, the Commis- 
sioners are within their rights in disregarding altogether 
such accounts (ira/Z v. Cooper (1929), 14 T.C. 552), 
and in sifch a case the production of the books becomes 
imperative if the appellant's contention is to be 
substantiated. 

If the Commissioners are not satisfied on the evidence 
‘^Qndered that an assessment is excessive, it is within 
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their powers to ask that accounts audited by a quali- 
fied auditor bo produced as an alternative" to 
immediate confirmation of the assessment {Hart tfc 
Co. V. Jdby (1928), 14 T.C. 165). 

§ 30 . — Additional Assessments. 

If the Inspector discovers (i.p., has reason to believe) 
that any propcTties or ])rofits chargeable to tax have 
been omitted from tlie first assessments, or that a 
person chargeable has not delivered any statement, 
or has not delivered a full and proper statement, 
or has not l)een assessed, or has been under-assessed 
in the first assessjnents, or has obtained allowances 
or reliefs to which he is not entitled, he may amend 
any assessment under Schedules A, B and E which 
has not been signed and allowed. If the assessment 
,'has been signed and allowed, he must certify the 
lljarticnlars to the General (lommissioners, who must 
isign and allow an additional first assessnu*nt. 

) In the case of S(thednle D, the additional assessment 
must bi' made })y the Additional Commissioners. 

An assessment may be amended, or an additional 
first assessment bo made at any tim(‘ not later than 
six years after the end of the year to which the assess- 
ment relates, or the year for which the person liable 
to Income Tax ought to have been charged (| 125 — 
1918. and § 29—1923). 

In the case of a detseased person, however, the time 
allowed is not to extend beyond the end of the third 
year next following the year of assessment in which the 
deceased person dies, i.e., the assessments must 
be made within such three years, but may be in 
respect of any of the preceding six years in regard to 
which an assessment can be made (§ 29 (3) — 1923). 
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It should be noted that the above provisions do 
not give the taxpayer any right to have an assessment 
amended. If he does not appeal within 21 days from 
the date of the notice, the assessment becomes binding. 

If the taxpayer can shov that an assessment under 
Schedule D was excessive by reason of some ejTor or 
mistake in the return or statement made by liim for 
the purposes of the assessment, he may, at any time 
not later than six years after the year of assessment 
|within which the assessment was made, make applica- 
tion in writing to the Commissioners of Inland Revenue 
for relief. An a])peal lies from their decision 
to the Special Commissioners (§ 21 — 1923, and § 27 — 
1926). (The error or mistake must be in the retum 
or statement {e.g., accounts) ;i an en’or in the basis 
of assessment through the a])plication of a practice 
then prevailing is not a ground for relief, even if the 
Courts have subsequently decided that that practice 
was wrong. This section is I'cproduccd in CUiaj). IV, 
§16. 
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C’HAPTER 1 FT. 

The Five Schedules. 

§ 1 — Schedule A. 

2 — ScinsDULK H. 

3. SC’IIEDULK C. 

4 — Schedule D. 

5 —Schedule K 


« — Weekly Waoe Eauners. 
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CHAPTER III. 

THE FIVE SCHEDULES. 


§ 1. — Schedule A. 

Tax Tiiicler Scliediile A i.s levied upon the net 
annual value of lands, l.enements, hereditaments, 
and lieritages in the United Kingdom. The tax is 
Ipopularly known as the Landlord’s Property Tax, but 
it should be remembered that tlie same rules as regards 
allowances and detluctions a])])ly m the case of income 
taxable under Sohedide A, as in the case of income 
taxable under any other Schedule. 

The gross assessment (the “ grtws annual value”) 
is based on the full “ rsick rent ” which the j)ropei'ty 
would command in the ojieu mai’ket if let on an 
ordinaiy yearly tenancy, tlie, rent being the sole 
consideration for the demise, the tenant pajdiig the 
usual tenant’s outgoings (e.j/., parochial and water 
rates), and the landlord bearing the cost of repairs, 
insuranccj etc. 

Where the property is let at a rack rent and the 
amount thereof has been fixed by agreement com- 
mencing within the seven yeai-s [)recedmg 5th Apiil 
jnext before the time of making the assessment,' that 
amount must be taken as the gross annual value, 
I otherwise it must be estimated (Sch. A. No. I Rules), 
by Reference to the value of similar properties in the 
'vicinity, rating valuations^, etc. (Nos. I and IV, Rules 
of Schedule A, 1918, and § 28 — 1930). In arriving 
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at the true rack rent, adjustment must be made, for 
any landlord’s burdens borne by the tenant, or 
tenajit’s burdens borne by the landlord. 

Since the gi’oss annual value is fixed on the basis 
of the landlord bearing the cost of repairs, jt is only 
reasonable that a deduction should be allowed from 
the gross annual value in res])ect of such repairs. 
Accordinglj" a (Statutory repairs allowance has been 
provided for in Rule 7 of No. V, Schedule A, as amended 
by § 28—1923, § 20-1928, and § 30—1933. This 
allowance was formerly a sum not exc-eeding one-sixth 
of tlic gross annual value, but by the Finance Acts, 
1923, 1928 and 1933, the rules of Schedule A have been 
altered increasing the allowance for a period of 
thirteen years from 5th April, 1923, so that the deduc- 
tions in the cas(‘ of the assessment u])on any house 
or biulding (exce])t a farmhouse or building included 
with lands in assessment) are at present as follows : — 

• Gross value not exceeding £+0 . . One-fourth of the 

gross as.scssnient. 

Gross v'aluc exceeding £40 aiul not 
exceeding £50 .. .. .. £10 

Gross value exceeiliug £50 and not 

cxceeiling £100 . . . . . . One-fifth of the 

gross assessment. 

Exceeding £100 .. .. .. £20^ plus onc-sixth of 

the amount bj' M'hich 
the gross assess- 
ment exceeds £100. 

The statutory allowance for repair’s, etc., in the 
case, of lauds (inelusivc of the farmhouse if let with 
the land and other buildings, if any), is one-eighth of 
the gross assessment. 

The sum reinaining after deducting the rejiairs allow- 
ance, tithes, t land tax’ on the property, and certain 
other amounts provided by Rule 1, No. V, is known 
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.<as the “net annual value,” and it is on that sum 
that Income Tax is levied. 

Thus the assessment upon a house rented at £39 
' per annum, where the landlord pays the rates, would 
be arrived at as follows : — 


Illustration. 

£ 3 . (1. 

Annual Rent . . . . . . . . 39 0 0 

Less Rates paid by Landlord (say) . . 14 0 0 


Gross Annual Value for income Tax, Sell. A 25 0 0 

Less Statutory Allowance foi Repairs, ^th 6 5 0 


Net Annual Value . . £18 15 0 


Where the property is let at a rack rent and the 
tenant pays the local rates, the assessment is based 
!on the actual amount of rent ])aid, less the statutory 
allowance for repairs. 

Illustration. 

£ s. d. 

Annual Rent . . . . . . . . . . 30 U 0 

Less Statutc>ry Allowance for Repall's, Jth 7 10 0 

Net Annual Value .. .. .. £22 10 0 

Wliere the tenant is bound under a lease to keep 
the property in repair, the re]3airs allowance is such a 
sum, not exceedijig the scale deduction, as will reduce 
the assessment to tlie rent payable. 

. Illustration. 

A. is the occupied of a house of which the gross annual value 
is £184. Under the lease, the annual rental is £160 and A. is 
responsible for all repairs. 

The Statutory Allowance for Repairs would be £20 + ^th 
(184 - 100) = £34, but this will be restricted under the above 
rule to £24, making the iiet annual value £160, equal to the rent. 

If, in this case, the rent had been £140, then the net annual 
value would have been (£184 - 34) = £150. 
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Where the property is let at an annual rental wl^ich 
exceeds the gross annual value by an amount exceed- 
ing the statutory allowance for repairs applicable to 
an assessment upon an amount equal to that rent 
(after deducting from that rent any permissible out- 
goings), then no repairs allowance is granted 
(Sell. A, No. V, Rule 7 (2)), and the grass annual 
value is taken as the net annual value. 


Illustration. 

1> IS tho occupier of a liuildiiig assessed at a gross annual 
value of £200, for which he pays a rent of £2.'>0. 

Since the icpairs allowance appropnati* to £2.50 is £20 + Jth 
(2.50 - 100) = £4.5, and £2.50 - £45 — £205, which is a sum in 
excess of the gross annual value, no repairs allowance is granted, 
and €200 is regarded as both tho gross and th(> net annual valued 

In such a case, the authorities admit a maintenance 
claim (see p. 80) where the average repairs, etc., 
exceed the amount by winch the rent exceeds the 
.gross annual value. 

The annual value in these cases depend.s upon the 
length of tho lease, the conditions of the lease, etc. 

The gross valuation may include the annual sum 
necessary to replace a premium jiaid for a lease, with 
mterest, in addition to the rent (iayablc (Dai'ien v. 
Abbott (1926), 11 T.C. 675). 

The assessments under Schedule A are to be made 
every five years (§27 — 1930), and when once made 
and passed by the Commissionei’s, cannot be increased 
(during the five years unless (i) properties have been 
omitted ; or 'a person chargeable has not dehvored 
any statement or a full or jiroper statement, or has 
not been assessed, or has been undercharged in the 
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first assessment ; or lie has been allowed or has 
olitained any unauthorised deduction, etc., owing 
to iiiadcquato information at the time of assessment 
(§ 125 — 1918, and Second Schedule, para. 4 — 1922); 

’ or '(ii) there has been any real change in the property 
itself, e.g., structural alterations {Turner v. Carlton 
<1909), 5 T.C. 395). 

On the other hand, if the iiroperty depreciates in 
rental value the tax])ayer may ajipeal for a reduction 
in the assessment in any year (§ 26 — 1923 ; § 28 — 1930). 

A year of assessment for which a revaluation of 
projierties is directed to be raiade is laiown as “ a year 
of revaluation,” and the year preceding it is known as 
a “ pi'eparatory year ” (§ 27 — 1930). 

I’l'ior to 1930-31, no revaluation had been made 
since 1922-23, but in 1930-31 a revaluation was made 
for the yeai- of revaluation 1931-32". If the annual i 
value for a year of revaluation can bo shown to be less 
^than tlie annual value on which the assessment was 
I based, the taxpayer can ap])cal for a reduction to 
jtho lower value (§28 — 19.30). 

In the lU’cparatory year the assessors'' of each, district 
tissue to the occupier of each house forms calling for 
.particulars of the rent paid, and other necessary 
information. 

Witliin the Administrative County of London the 
gross annual value was fixed by tlic valuation list 
made under the Valuation (Metro])olis) Act, 1869, 
*for all years prior to 1931-32, but for 1931-32 onwards 
this exception ceases (§ 31 — 1930). 

The assessments in the case of farm propert^y are 
arrived at in much the same way, any tithe payable 
being taken into consideration. It should be noted. 
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however, that tlie statutory allowance for repairs .Jn 
jthe case of agricultural property is only one-eighthj 
as against the varjnng statutory allov\ance in the 
case of house property. The obvious reason for this 
difference is that house ])ropcrty re((uire8 more 
constant repair tJian farm property. 

I’he assessments under Schedule A are made to 
include tlie titlie rent charge, unless the owner of 
the rent charge has claimed and been allow'ecrto be 
se])ai‘atcly assessed thereon. Wiicnj the tithe is so 
separately assessed however, the re 7 )airs deduction 
'is calculated on the original gi’oss assessment. 

The following ilhistration shows the basis upon 
which assessments arc made in the case of farm 
property (containing no farm cottages) let under 
normal cojiditions : — 

Illustration. 



£ 

s. 

d. 

Gross Annual Value (Rack rent) 

240 

0 

0 

Less Tithe paid by OAViier on Separate* 




Assessment 

24 

0 

0 

New (Jross Assessment 

21 fi 

0 

0 

Statutory Allowance for Repairs, 




ithof£240 

30 

0 

0 

Net Annual Value . . 

£186 

0 

0 


AVhero the farmhouse is let separately from the land, 
or is occupied by the owner, it is not included with the 
land, but treated for the purpases of the statutory 
’allowance for repairs aa a building in the ordinary 
way, and is therefore subject to the scale allowance 
I for repairs, and not the allowance of one-eighth applic- 
able to land. 
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The statutory allowance for repairs is in general 
presumed to cover all expenses in connection with 
the ujikeej) of the proj)erty and the getting in of the 
annual income from the property ; consequently, no 
furtlier charges can he made against the net assess- 
ment ; e.g., where a person owning house property 
employs an agent to collect the rent, the charges 
of that agent would be deemed to be covered by the 
statutory’ deduction. In Scotland, however, owner’s 
rates are deductible in addition to the authorised 
deduction leased on the gross annual value (Rule 4, 
’No. V, Sell. A). The result is that the net annual 
value usually varies from year to year. 

Maintenance Claim. 

Rule 8, Schedule A, No. V (as amended by § 32 — 
1920, § 25—1922, § 28—1923, and §25—1924), however, 
provides for an extension of the repairs allowance, 
whereby the taxpayer, on proving to the satisfaction 
of the Inspector that his expenditure for the year of 
!claim in connection with the property, for maintenance, 
'repairs, insurance and management, according to 
the average of the jireccding five years, has exceeded 
'the statutory allowance, can make a claim for 
repayment of tax on the excess. 

The year of expenditure can be taken to 31st 
March or 31st December or any regular fixed date. ' 

It should be noted that this additional .relief will 
lusually take the form of repayment of tax. The 
allowance will be certified by the Inspector, if he is 
satisfied- as to the correctness of the declaration made 
by the owner, and repayment will thereupon be made 
in accordance with his certificate. 
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For the purposes of this relief the term “ maki- 
tenance ” includes the replacement of farm houses, 
farm buildings, cottages, fences, and other works 
where the replacement is 'necessary to maintain the 
existing rent ; and additions or improvements thereto 
made in compliance with Statutes or bye-laws of a 
Local Authority wliere no increased rent is payable. 
Til comparing the cost of maintenance, ropaii’s, in- 
1 surance and management of any land or houses with 
• the statutory allowance for repairs, etc, in respect of 
' the land or houses, the total cost of the maintenance, 
repairs, insurance, and management of any . land 
managed as one estate, or of any houses on any such 
land, must be comjiaied with the total statutory 
allowances in respect of the land or houses, as the 
/case may be; separate claims for each ])ro})erty will 
not be allowed. 

In the case of a claimant not having had the 
.'projicrty for five yccors, his repairs must be averaged 
with those of the previous owner. VVlicre the latter 
figures are not available, however, tJien/fiy concession/- 
[the Revenue Authorities pei'mit claims to be made on 
the basis of the actual exiienditurc of each year until 
;the five years’ average is available. No repayment is 
‘ allow'ed where the repairs have been allowed as a 
Ijdeduction from profits under iSchedulc I>, Rule '6, or 
^jSehcdule D. 

/ Any such claim for repayment will operate to re- 
duce the statutory income of the taxpayer for that 
year for the purpose of any allow^ances or deductions 
and for sur-tax. ' ^ 

- If the ejKcess cost of maintenance is greater than the 
■Net Annual Value, the claimant cannot claim repay- 
ment on any sum in excess of that Net Annual Value 
(Crompton v. Campbell (1924), 9 T.C. 224). 
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Illustration. 

Cnws Assessment on House, 1033-34 . . . . £80 

Statutory Repairs Allowance [th . . . . 16 

Net Annual V'’alue . . . . . £04 

Ae.tual Expenditure on Repairs, Insurance of 
Building and Rent Collection : — 

Year ended 31st March, 1929 .. £24 

do. 1930 8 

do. 1931 18 

do. 1932 . 12 

do. 1933 .. 43 

£106 

Average, onc-fifth of £105 — . . . . £21 

Allowance, as above 16 

^Additional Allowance due £5 


The taxpayer therefore reclaiini^ tax on £5, and his Statutory 
Income from tlie house for all purposes for 1933-34 becomes 
£80- £21 ==£59. 

Rule 9' of No. V allows for an aliatemont irf the 
■ assessment where a loss lias bet'ii suffered by flood or 
tempest {see. p. 90.) 

Where a person occupies his own house, the net 
annual value tlioreof is regarded as Ids statutory 
income, and in any claim which such taxpayer may 
make for allowances or deductions, this property 
will have to be included as forming pait of his total 
'statutory income from all sources. 

The tax under Schedule A is, in the majority of 
eases, collected at the source, i.e., from' the occupier 
' (Rule 1, No. VII ), who rcimbiu'ses himself by deducting, . 
the tax which he has paid from the next succeeding 
payment of rent (Rule 1, No. vfll, and §26, 1926). 
The landlord is bound under a penalty of £^to allow 
this deduction upon the production of the official 
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receipt, and any agi’eeinont made between the land- 
lord and the tenant, or any clause inserted in the 
lease, wJiereby the teixant agi*ees to forego his rights 
in this matter, is void (Rule 23, (General Rules, 1918, 
and § 26 — 1926). Every y)ei‘son having the use of 
any lands or tenements is deemed to be the occupier 
thereof (Rule 2, No. Vll). 

If the tax paid by the tenant is not deducted 
from tJio next payment f)f mit it can i)e deducted 
only from any subsequent payment on account of 
arrears {re, Sturmey Motors (1913), 1 ('h. 16). 

Tf no rent is payable for any year, the tax in respect 
of that year cannot be deducted from the rent of the 
following year {Moore v. Drughmn (1922), 2K.B. 492). 

TJie tenant cannot deduct more Income Tax than 
an amount calculated at tJie standard rate in force 
during tlie period of accrual on tJie rent whiesh ho 
actually |)ays, even tiiough the net assessment under 
tScliedule A exceeds tliis amount (Rule 1, No. VI 11). 


Illustration. 

X. lets Ilia house to hi.s sou Y. at a rent of £20 2 >er annum. 
The net annual value ot the house is £100, and the tax under 
Schedule A at .Is. amounts to £25 

Y. cannot therefore legally’ deduct more than £.> from 

the next succeeding quarter's rent payable to his father, in 
spite of the fact that he has £25 Income Tax in respect 

of the property, the argument being that he enjoys the use of 
property valued far in excess of what ho gives for it, and therefore 
it IS only fair he should himself bear that proportion of tax winch 
relates to his “ beneficial ownership ” The excess of tlic net 

I annual value over the rent paid, x'lz., £80, must be included m 
Y.’s computation of total income, and personal and other allow- 
ances may be cla’med against it to the extent that these are 
not absorbed by other income. 

, An occupier who quits occupation remains liable 
for the tax payable in respect of the period up to the 
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date of his quitting occupation so far as such, tax 
falls ultimately to be borne by him, but there cannot 
be levied upon an occupier tax which ought to have 
been levied upon and ultimately home by any former 
'occupier (Rule 3, No. VII), i.e., where that occupier 
was the owner. 

An occupier who has been required to pay and has 
paid any tax which ought to have been paid by a 
former tenant or occupier, may deduct and retain 
out oifiwjjf subsequent payment of rent to his landlord 
the sum or any part thereof which ought to have 
been or ought to be so paid (Rule 7, Schedule A, 
No. VllI). 

If the owner of any lands, etc., occupied by him at 
the time an assessment for any year under Schedule A 
was made, dies before ])aymcnt of the tax, the heirs, 
executors, administrators or assigns, or other persons 
^who become entitled on his death to the rents or 
profits thereof, are liable to pay all arrears due at tlie 
time of the death, or, if no arrears arc due, the tax 
' payable for the period up to the time of the death, 
together with, in either case, the tax payable for the 
remainder of that year, according to their respective 
interests, without any new assessment (§ 161 (3)). 

The tax is assessable upon the landlord direct, and 
not collected in the first instance from any one of the 
tenants in the following cases: — {a) weekly property 
and tenement buildings ; (6 ) dwelling houses where 
the amiual value is less than £10^ and (c) lands and 
buildings let for a period of less than one year. In 
either case, however, in default of payment by the 
{landlord, the tax may be levied upon the occupier 
[or occupiers respectively (Rule 8, Schedule A, No. VIl)^' 
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who may deduct the tax from the next or any subse- 
quent payment of rent (Rules 8 and 9, Schedule .A, 
No. VITI). 

The Commissioners may, upon the written request 
of the landlord, make the assessment direct upon 
him, and not upon the occupier, but this request 
must be made not later than 31st July In any particular 
year (Rule 9, Schedule A, No. Vll). Where the tax 
is not paid, however, the Commissioners have the right 
to collect the tax from the oecu])ier, in which (sase he 
may deduct the amount paid from the next or any 
subsequent payment of rent (Rule 10, Schedule A, 
No. VIII). 

The landlord or pci’Hon immediatelj’^ entitled to 
the rent is chargeable in respect of any house occu- 
pied by the accredited Minister of any foreign state 
(Rule io, Sch. A, No. VIT). 

Income Tax under Si-hedule A is not leviable on any 
house which is unoccupied (the furniture must have 
been removed) for the year of assessment, or in respect 
of a portion of the year tluring which it is unoccupied 
(Rule 4, Sch. A, No. Vll). Consequently any assess- 
ment made can, upon appeal, be discharged or dimin- 
/ished by the Commissioners, on due proof of the time 
during which the house remained unoccupied. Relief 
'is also given in respect of \moccupicd tenements in 
‘houses let in different tenements (§ 21 — 1930). 

Moreover, by concession, the relief is extended to 
|«hops, and to rent which is proved to be irrecoverable, 
ilost, remitted or reduced. 

The amount to be included in the total statutory 
income of the landlord is the net annual value, 
or the rent received from property let, if this is 
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lower*; e.g., if A. has three houses, each of a net annual 
value of £120, one of wliich he occupies, the other two 
being let at £140 and £80 respectively, the sums to 
be included in his total statutory income are £120 
for the house occupied, £120 for the house let at £140, 

■ and £80 for the house let at £80. 

Where a person occujries a house rent free, and the 
annual value of such house can be proved to form 
jpart of the emoluments of office or employment of 
profit (see Chap. ITT, § 5), the net annual value of the 
propeity can be regarded as earned income. 

I 

^ Land round the house, not exceeding one acre, is 
included in the assessment on the house. 

t 

/Sporting Rights. 

Where the land and sporting rights are let 
separately, the sporting rights arc assessed separately, 
but where tliey are let together, or arc both owned 
and occu])icd, or tlie land is occupied and the sjmrting 
rights let, tliey are assessed togetlier, tlie value of the 
Isporting riglits being taken into account in computing 
Itlie annual value. In tJioso cases wJiere the land 
is let, but tlie s])orting rights retained, no assessment 
is made on the latter, jiresumably in view of tlie cost 
of maintaining the value of tlie sporting. 

§ 2. — Schedule B. 

Tax under Schedule B is levied upon all lands, 
including farm lands and buildings, hop gardens, etc., 
but excluding 'dwelling houses with not more tjian one 
'acre of garden' (other than farm houses re7tte(tynth the 
land entirely for farming purposes) and Ijusiness 
premises. The assessment is based upon the gross 
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|annual value, and represents the profits derived 
from the occupation of the property. In the case 
of lands not wholly or mainly occupied for the 
purpose of husbandrj^ the assessment is upon pne-third 
iof the grass annual value, unless the Ministry of 
Agi’ieulture. on a reference to tliom by the Com- 
missioners of Inland Revenue, certifv that, the use 

I ■' 

!of t])e land for a purfiose otJier than liusbandry is 
.uin‘easonabl(‘. in tlie case of luu'series and market 
garcU'iis, tlie assessment is under Schedule B, but 
is estimated according to the rules of Schedule D 
(Rule 8. Schedule B). 

ft will be seen tliat the assessment (except as 
regards inuscries and market gardens) is based on 
a purely hyjjothetical income, and lias no direct 
connection Avith the actual profits which tlie occupier 
of tJie jiroperty may make in tlio course of the year. 
Thus, wheiv the gi’oss annual value of a farm is £300, 
this amount is legarded as the profit of the occu])ier 
Jof the farm and constitutes his statutory income 
derived from the occupation of the farm (§ 2.3 — 1922). 

Where a ])erson both owns and occupies a farm he 
Avill ])ay Income Tax thereon under both Schedules A 
and B. He will pay tax under Schedule A on tJie net 
annual value in respect of the hypothetical income 
fi’om the ownership of the farm, and under Schedule B 
on the gross annual value in respect of the profits 
derived from working the farm. 

The farmhouse is included with the land where 
occupied by a tenant farmer, but is as.scssed separately 
finder Schedule A if occupied by the owner. 

The Schedule B assessment is on the gross annual 
value before deducting any tithe rent charge, even 
if the latter is separately assessed. The value of 
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sporting rights is included unless separately let or 
retained by the owner who lets the land. 

The assessments imder Schedule B are made at 
the same time as those under Schedule A (now every 
five years), and the rules applicable thereto are similar 
to those in respect of Schedule A. 'Consequently, 
where the rent is increased during the five years, the 
! Schedule B assessment cannot be increased until 
the next revaluation, unless any material improvement 
has been made in the way of farm buildings, or the 
acreage of the farm extended. ■ If, however, the rent 
is lowered during the five years, applicatioti shoulrl 
be made for a reduction in the assessment. 

Claims foe Adjustment of Schedule B, 
Assessments. 

The statutory income of the occupier of a farm is 
taken to be the gross annual value thereof ; but 
if it can be proved that the actual profits from working 
the farm are less in amount than the statutory 
^assessment, the lower figure can be. taken to represent 
the statutory incsomo for the year in respect of the 
[profits arising from the farm ; and if tax has already 
been paid in full, a claim for refund of tax can be 
made in respect of the amount overpaid (Kule 6, 
Schedule B). 

Notice of appeal under this section must be given 
within 12 months after the expiration of the year to 
which it relates ’’(§ 30 — 1923). 

A farmer or other person occupying land for the 
purpose of husbandry' is given the option of being 
assessed under Schedule D instead of under Schedule B. 
His election to be so assessed must be signified by 
notice in writing' delivered personally or by registered 
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letter to the Inspector of Taxes, within two months 
Ijpiifter the commencement of the year of assessment; 
in the absence of such notice the assessment will 
,be made under Schedule B (Rule 5,^iSch. B). Fresh 
'notice of a claim must be given each year, since the 
.notice operates for the year of election only. 

It should be noted that where farmers elect to be 
assessed under Schediile D, their profits are computed 
on the basis of assessment under that Schedule, i.c., 
I'on the profits of the preceding year. Accounts in 
j support of the return will invariably be required.'. In 
cases where the assessment is made under Schedul B, 
(accounts are unnecessary except to support a 
claim under Rule 6, or under § 34, Income Tax Act, 
1918* where a loss is made. The taxpayer should 
ascertain under which Schedule it is more advan- 
tageous for him to be assessed, and elect accordingly. 

It shoxild be noted that for any year in which the 
farmer has elected to be assessed under Schedule D 
Ihe cannot make a claim under Rule 6 for the same 
.year. 

Illustration. 

A farmer is assessed under Schedule B at £400. His actual 
profits as shown by adjusted accounts are as follows : — 

Year ended 31st March, 1931 . . . . £200 

do. 1932 700 

do. 1933 . . 30P 

In 1930-31, he could claim (notice to be given not later 
than 5th April, 1932) to have the Schedule B assessment reduced 
under Rule 6 to. £200. 

In 1931-32, he could claim (notice to be given not later than 
|5th June, 1931) to be assessed under Schedule D on the preceding 
{year’s profit of £200. 

In 1932-33, he would be unlikely to claim to be assessed 
binder Schedule D, but could again make use of Rule 6 to have the 
Schedule B assessment reduced to £300. 
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An impoi’tant relief is Ranted to the occupiers 
of agricultural land, where owing to floods the whole 
or a portion of the lands are rendered unfit for culti- 
vation, or where loss has been sustained to growing 
crops, etc. In such cases application can be made to 
the Commissionera, who on satisfactory proof that the 
owner has abated any portion of the rent, may reduce 
the assessments under Schedules A and B accordingly 
(Rule 9, Sch. A, V ; Rule 3, Sch. B). 

Any person occupying Ayoodlands who proves to the 
satisfaction of the General or Special Commissioners 
that thej' are managed on a commercial basis and with 
’ a view to the realisation of profit, may elect to be 
assessed under Schedule D instead of under Schedule B. 
,Any such election, however, must extend to all 
woodlands so managed on the same estate, but 
;woodlands planted or replanted since 19th July, 
'1916, may be treated as being woodlands on ase])arate 
estate if the occupier gives notice accordingly to the 
Commissioners vathin ton years (§ 23 (2) — 1922) after 
the planting or replanting. Any election to be 
assessed under Schedule D must iiave effect not only 
for the year of assessment but for all future years as 
well, unless a change in occupi(*r takes place (Rule 7, 
Schedule B). 

Where a farmer in any year sustains a loss he 
is entitled (in addition to his rights under Rule 6), 
upon giving notice in writing to the lns])ector of 
I Taxes within one year after the year of assessment, 
,to apply to the General Commissioners for a repay- 
jment of tax on the amount of the loss under § 34 
(§34—1918 and § 30—1923) {see Chap. VII, § 2)*. 

Where a farmer has elected to be assessed under 
Schedule D in accordance with Rule 5 or Rule 7 of 
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Schedule B, and has suffered a loss in respect of which 
relief has not been wholly given under § 34 or Rule 
13 of Cases I and IT or otherwise, he can carry forward 
the lass in res])ect of which he has not had relief, for 
^deduction from or set off against any profits from the 
■ farm or woodlands assessable under 8chedide D, 
during the succeeding six years. If, however, the 
farmer ceases to be assessable under Schedule T) by 
'reason of his not continuing to elect to be so assessed, 

• no further deduction or set off in res[)cct of the loss 
.sustained can be claimed (§ 33 (4) — 1926) (see 
Chap. VII, §2). 

As to the profits of cattle dealers and milk sellers 
in excess of the Schedule B assessment, where the 
Commissioners consider that that assessment affords 
no just estimate of th<* ])rofits, see Schedule D, 
('asc Til (see (’hap. V, § 1). 

It is im'|)ortant to note that, although the ordinary 
Schedide B assessment is ])resumed to cover the whole 
of the normal farming o]>erations, a claim can still be 
made under § 36 for repayment in respect of interest 
paid to a banker, etc. (see (Ihap. IX, § 8). 

“ ‘ Husbandry ’ is a term of very wide signification 

the question whether a man is engaged in 

.'husbandry is very much a (|uestion of fact and of 

, degree ” (Sankey, J„ in (Kl.Ii. v. lioAhscmi 

d’ Son (1918), 2 K.B. 709). “ Lands are 

occupied for husbandry if the trade or business carried 
on by the occupier depends to a material extent on 

the use of th(^ fruits of the lands 

” (Clyde, L.P., in Lean v. BvU (1926), 

S.C. 15). Poultry farming was held to be husbandry 
(Lean v. Bvll, supra). In Back v. Daniels ((1924), 
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9 T.C. 183), a firm of wholesale potato merchants, who 
■grew some of their produce on lands hired from farmers 
for seasonal periods, where they provided the seed, 
some manure, and the labour for planting and lifting 
the potatoes, but the farmer ploughed and cultivated 
the land and carted the potatoes (paying rent, rates 
/and taxes), it was held that the firm had the use of 
■the land, and were assessable under Schedule B and 
[not under Schedule D in respect of their ]>rofits there- 
ifrom. 

Sheejj grazing is just as much husbandry as tillage 
or cultivation of the soil (Keir v. Gillespie (1919), 
7 T.(\ 473). Where, however, additional land is 
rented on what is known as the “ eleven months’ ” 
system, the graziers may be assessed xmder Schedule 
D, (’asc VI (McKenna v. Herlihy (1920), 7 T.(’. 620). 
The owner is, of coxirse, assessable under Schedule B 
in such a case. '^Phe Schedule B assessment does not 
*cover profits arising from things done outside the 
;fann (Donald v. Thomson (1922), 8 T.(’. 272), unless 
the arrangement is an ordinary incident in the con- 
duct of the business as a farmer, e.g., the Schedule B 
assessment covers the profit made on sheep which 
were, according to the custom of the district, wintered 
on lands in less exposed districts (C.l.R. v. Marshall 
and Mitchell (1928), 14 T.C. 341). 

Where lands are occupied exclusively for the 
'purpose of breeding racing stock, the occupation 
ifor this purpose falls within the scope of Schedule B. 
The use of stallions, whether for serving the mares 
of the occupier or outsiders, is an ordinary part of 
the activities of a breeding establishment, and the 
fees received for the services of stallions on the lands 
are covered by the .assessments under Schedule B. 
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If, however, the lands are occupied as an ordinarj 
farm (even if breeding is an incident of the farming )l 
and the services of the stallion are employed outsidt 
the lands, e.g., where it is let out and taken round the 
eountry, the fees are assessable under Schedule D. 
Case VI {Glanely v. W'ightman (1933), 12 A.T.C. 209). 

§3. — Schedule C. 

Tax under Schediile C is levieel in I'espect of all 
1 profits arising from interest, annuities, dividends anel 
' jshares of annuities, payable to any person, body 
politic or corporate, company or society, out of any 
public revenue. This includes interest and dividends 
payable out of public funds of the United Kingdom, 
Dominions and British Possessions, or any foreign 
Istate, where the payment of interest is entrusted to 
'an agent resident in the United Kingdom. ■ Where 
'interest on such securities is paid gross, the income is 
assessable under Case III, Schedule D. 

The Act does not define “ public revenue,” but tax 
mider Schedule C is levied only upon interest, etc., 
I payable out of the revenues of a State, and not upon 
' interest upon mmaicipal loans. 

{The basis of assessment is the actual profit arising 
during the year of assessment . ) 

! The tax in respect of profits taxable undci’ Schedule ( ! 
is collected at the source, and those ])ei’sons who 
are entrusted with the payment of the profits are 
required to retain the tax before paying the interest 
or dividend, and to pay such tax into the general 
laccoimt of the Commissioners of Inlatid Revenue at 
the Bank of England. 
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I The Covenior and Directors of the Bank of England 
are t’oinniissi oners for the purpose of assessing their 
^own jn’ofits, and also in respect of dividends, interest, 
'annuities, etc., payable out of the public funds, which 
are entrusted to theni for ])ayment. 

lb should be noted that whei’e the half-yearly 
amount of any dividend payable out of the iiublic 
funds does not exceed 50s., and where such dividends 
are not yiayable u]Jon coupons annexed to stock 
certificates payable to beai‘er, the amount is jiaid 
gross, and the tax not deducted (Rule 9, Sch. C, 
Group 2), except in the case of 4°'o Victory Bonds- 

Wherc ceitain Government Stocks are hold through 
tlie Post Office,' special rules are in force. Tax is not 
deducted where the aggregate holding of all Stocks 
does not exceed ^00. in the case of 2^% Consols, 
2^°{) and 2|% Annuities, 3”o Local Loans, and 2|“o 
and 3% Guaranteed Stocks ; and in no ctise is tax 
ideducted from 4”,', Funding Loan, 4% Victory Bonds, 
jTreasury Bonds, 4”',, Consols, and 3^%, 4% and 4|% 
(Conversion Stock. 

The reason for this is to save small holders, who 
are likely to have incomes not sufficient to render 
.them liable to the payment of Income Tax, being 
put to the trouble of reclaiming the tax. If tax is 
payable, however, such dividends must be returned^ 
iby the stockholder as income assessable under Case TIT, 
Schedule D (Rule 9, Schetlule C, Group 2), the basis 
•of assessment being the amount received during the 
■preceding fiscal year. 

Interest, dividends, etc., payable out of the revenue 
of foreign states, which are not entrusted for pay- 
ment to any agent resident in the United Kingdom, 
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are not taxed under Schedule C, but the recipients 
are called upon to declare such profits in their Tiicoine 
Tax returns under Case IV of Schedule 

Under Schedule C, the rate of tax is determined 
by the date of payment, and not by the rate or rates 
:in force during the time the interest accrued (§ 39 — 
1927). Thus, if the interest was payable on 1st May, 
1930, the rate of tax to be deducted was 4s. 6d. 
in the £, in spite of the fact that part of such interest 
aeerued during a periofl when the rate was 4s. Od. in 
the £. 

From the view point of the recipient of income taxed 
under Schedule (’, the only importance attaching 
to it is the fact that the income has been taxed at 
source, and the gross amount thereof must be included 
in the return of total iniionie, credit for the tax paid 
being taken in amving at the amount of tax remaining 
to be paid or reclaimed. 

In the ease of the 3^”o War Stock and certain 
other Government Securities now redeemed {e.g., 5% 
War Loan, Exchequer Bonds, 5% National War 
Bonds, etc.), the interest (except on bearer bonds) 
is paid gross without deduction of tax (§ 49 — 1918 ; 
§23 — (No. 2) 1931), unless an application to have 
the interest paid less tax has been made in accordance 
with the provisions of § 27, Finance Act, 1921.^ The 
recijiient is assessable in respect of such interest 
under Case III, Schedule D, on the basis of the amount 
received in the preceding fiscal year (§ 49). 

Persons not ordinarily resident in the United 
Kingdom are exempted from tax in respect of 
their holdings of 3|% War Stock, 4% Funding Loan, 
[1961-90^ and 4% Victory Bonds (§ 46 — 1918). 
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Where interest on Government Loans was payable 
“ tax’ compounded,” i.e., exempt from Income Tax 
but not free of super-tax, the interest, for the purposes 
of super-tax or sur-tax and for the purposes of any 
relief from Income Tax which depends on the total 
income from all sources, had to be treated as pai't of 
tiie total income from all sources, as if the amount 
receivefl represented net income after deduction of 
Income Tax at the standard rate. But no right of 
rej)aynient of Income Tax could in any case arise in 
res})ect of such interest (§48). 

The Income Tax C'onipounded 4% War Loan 1929- 
1942. and 4% National War Bonds were the only 
examples of tax compounded loans and have all been 
redeemed. It has been thought advisable to refer to 
them Iwjre, however, as computations for past years 
may require a knowledge of these rules. National 
Savings Certificates are exempt from Income Tax and 
super-tax or sur-tax (§ 47), so long as the holder does 
not hold more than the maximum number of cei'tifi- 
eates authorLsed by the Treasury, i.e., no individual 
may hold more than 500 such certificates in his own 
name. 

§4. — Schedule D. 

(a) Income Taxable under Schedule D. 

The Tax payable under Schedule D is in resj)ect of — 
(a ) The aimual profits or gains arising or accruing to 
any person residing in the United Kingdom — 

(i) hVom any kind of property whatever, 

whether situate in the United Kingdom 
or elsewhere ; or 

(ii) From any tradej profession, or vocation (other 

than an office, employment or pension). 
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whether the same is carried on in the United 
Kingdom or elsewherd'. 

(b) The annual profits or gains arising or accruing 
to any person whatever, whether a British 
subject or not, although not resident within 
the United Kingdom, from any property what- 
ever in the United Kingdom, or from any trade, 
etc*., exercised within the United Kingdom. 

(c) All interest of money, annuities and other 

annual profits or gains not charged by virtue 
of any of the other Schedules and not specially 
exem])tcd from tax. 

(b) The Six Gases. 

The rules of assessment and chaige under Schedule 
D, are comprised in Six (Jases, as follows : — 

Case I. 

Case I extends to every trade earned on in the 
United Kingdom or elsewhere '-/(including trades 
relating to lands, tenennents, etc., which, prior to 
1927-28, were chargeable under Schedule A, No. Ill, 
ri.e., gasworks, waterworks, mines, etc.). 

I '^This is the principal Case under which businesses 
controlled in the United Kingdom are assessed; and 
the various rules thereunder will be referred to as 
occasion arises. 

Case II. 

Case II extends to everv profession and vocation' 
carried on in the United Kingdom'^'^(Prior to the year 
1922-23, employments (other than of a public 
character) were assessable under this Case, but all 
employments are now chargeable under Schedule E.) 

G 
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Assessments under Cases I and II are made on 
the basis of tJie ja-ofits of the trading year ending 
*^thin tlie ja-evious year. (Prior to 1927-28 the assess- 
ment was on a fair and ]ust average of the three pre- 
ceding years.) 

<7a.se III. 

Case III applies to ])rofits of 'kn uncertain* annual 
value'^' not chargeable under Schedule V (including 
tithes, etc., which, ])rior to 1927-28, were chargeable 
under Schedule A, No. 11). 

The tax in this (lase is charged on the full amount 
of the profits or gains arising therefrom within the 
preceding year, without any deduction. 

Case IV. 

V 

Case IV a])i)lies to interest arising from securities ' 
'in any place outside the United Kingdom, e.xcept such 
as are charged under Schedule H. 

The tax in this Case is charged on the same basis as 
iCase III, except in i-espcct of pei-sons not domiciled, 
and British subjects not ordinarily resident in the 
United Kingdom. Special Rules apjdy to income 
arising in the Irish Free State (.see Chap X, § 21). 

Case V. 

Case V applies to income from stocks, sliares or 
rents, and from other possessions outside the United 
Kingdom.^ 

The income from stocks, shares and rents is assessed 
similarly to Case IV ; that from othejc possessions is 
'assessed upon the amounts remitted ’ to the United 
Kingdom in the preceding year (see Chap. V, § 2 (e ) ). 
Special Rules apply to income arising in the Irish 
.Free State (see Chap. X, § 21). 
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Where this C'ase ap])lie8 the person to be charged 
may be assessed by Comraissionei's acting for afty 
parish or place in whicli he ordinarily resides (Rule 4 
(4), Schedule D, Misc-ellanoous), 

( 'a.<fe VI. 

Case VI aj)plies to annual profits or gains not 
falling under the other Ceases of Schedule D, and 
hot charged by virtue of any other Schedule ; and 
the grounds on which the amount has been -computed 
and the average taken '(if any) must be stated to the 
Commissioners. 

The computation is made either on the full amount 
of the profits and gains received annually (i.e., the 
actual jHofits foi‘ the year of assessment) or according 
to an average of such period of not more than one 
year, as the case may require, and as directed by the 
Commissioners (§ 29 — 1920). 

Every such statement aiul computation is to be 
made to tJie best of the knowledge and belief of the 
]jerson in recei])t of the income or entitled thereto. 

The rules aj)plicable to Case VT apply where a 
business is commenced during the year of assessment, 
though it is assessed under C^ase 1. Case VI also 
applies to direct assessments of tax insufficiently 
deducted from certain interest, etc., owing to the 
payment having been made before the rate of tax 
for the year was known (§ 211) {see Chap. IV, § 13). 

(c) Mode of Assessment under Schedule D. 

Persons assessable to Income Tax under Schedule D 
may elect to be assessed either by the Commissioners 
of their district, or by the Special Commissioners of 

G2 
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Income Tax. In the former case, if a taxpayer under- 
takes to pay the tax assessed within the time limited, 
he can elect to be dealt with under a number or letter 
only (§ 156). This has tiic advantage that the local 
collector’ has no knowledge of his affairs, as the pro- 
cedure is for a certificate to be given by the 
Commissioners to tlie taxpayer certifying the amount 
payable, without in any way describing the person 
assessed, and the tax must then be duly remitted to 
'the Accountant-General of Inland Revenue direct. 

Where the tax])ayer elects to be assessed by the 
Special Commissioners, the return mu.st be sent to the 
Inspector of Taxes within the time stated on the form, 
and the space provided for making the ejection {.see 
Appendix 111, S])eeimen form) be completed with tbo 
words “ Sjjecial Commissioners.” This method has 
|the advantage that the tax])aycr's affairs do not 
come before the District (’ommissi oners, the (Collector 
or other loeal persons. 


§ 5. — Schedule E. 

Tax under Schedule E is levied in respect of every 
office or employment of profit' or 'p.ension, and upon 
every annuity, pension or sti]iend payable by the 
Crown or out of the public revenue of the United 
Kingdom, except annuities chargeable to duty under 
Schedule C. 

Assessments are made under this Schedule on the 
following, among others ; All employees. Government 
officials, officials of the Law Courts, Army and Navy 
officers, and officers of any ecclesiastical body, 
public corporation, public foundation, limited 
company, or society. 
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' A pension or animal payment to a former employee, 
or to his widow or child or a relative or dependent, of 
his, paid by his former employer or the latter's suc-^ 
cessors, isjnow deemed to be income of the recipient} 
even if paid voluntarily and capable of being dis- 
continued. If paid by or on behalf of a person outside 
the United Kingdom, it is assessable under Case V, 
'Rule 2 (i.e., on the amount remitted to the United 
Kingdom in the previous year, subject to the usual 
adjustments in the early and closmg years). In all 
other cases, it is assessable under Sehedulo E. All 
such pensions, etc., are to be treated as earned income 
(§ 17—10.32). 

Any person resident in Great Britain or Northern 
Ireland, receiving emoluments, jiension or annuity 
in ros])ect- of emyiloyment in the service of tlic (hown 
outside Great Britian or Northern Ireland, is assess- 
able under Schedule E (§ 17 — 1923). 

For 1928-29 and subsequent years the assessment 
is based upon the salaries, fees, etc., of the previous 
year (§ 4.5—1927). 

Up to and including 1927-28 the assessment was 
based on the actual income of tlio year of assessment, 
but .as reg.ards (fluctuating commissions ‘or perquisites 
it was permissible in practice to take the amount of 
the preceding year ; war bonuses and temporary 
allowances to meet the rise in the cost of living 
are chargeable as salary, remuneration, etc., not as 
perquisites (§ 28 — 1924). 

The following classes of income are still assessed 
upon the basis of the actual income for the year of 
assessment : — 

(a) I^eave pay', pensions or annuities paid out of 
Government Funds of any of His Majesty’s 
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Boininioiis (otherwise than out of the funds of 
Great Britain and/or Northern Ireland) to 
an employee or former employee of the Crown 
for service outside Great Britain or Northern 
Ireland, or to the widow, child, relative or 
,dcj)endent of any such person, provided the 
• recipient is resident in the United Kingdom 
(§ 17—1923 and § 45—1927). 

(h) Tlie remuneration of any office or emidoyment 
held or exercised occasionally or intermittently 
I in the United Kingdom by a porsoTi who is not 
, continuously resident there. 

„ (c) Manual” weekly wage earners (in this case the 
assessment is upon the actual income of the 
the half-year of assessment) (§ 45 — 1927). 

In the case of income taxable under Schedule E, 
tax is not usually deducted at the source, except 
as regards the salaries of government officials, and 
railway officials. 

Director’s fees arc assessed on the recipients under 
Schedule E, and companies (other than railway 
companies) should consequently pay directors’ fees 
(gross, and charge the full amount as an expense in 
J their own Profit and Loss Accounts for Income Tax 
i purposes. 

The application of income does not affect the lia- 
bility to tax thereon, e.g., where a director applied 
undraATO fees and commission to paying up new shares 
(which were of doubtful value), he was held to be 
/assessable upon the full amount of remuneration 
'credited to him (Parker v. Chajnnav (1927), 13 T.C. 
677). 
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Returns Required. 

A return is required to be made by all employes, 
when served with a notice in that behalf,' as to the 
names and addresses of the employees (except 
persons who have no other employment and whose 
remuneration does not exceed £125'), and the amount 
of salaries, fees, etc., and of fluctuating com- 
niissions, etc., received by them (§ 105). 

A similar return of the wages j)aid during each 
half-year to weekly wage earners who are subject 
to half-yearly assessment and whose wages for the 
I half-year exceeded £62 10s. must be delivered to the 
Inspector of Taxes within 21 days from the date of 
his giving notice requiring tJie return (§ 105—^1918; 
S.R. & 0., No. 702, 1925, and No. 827, 1931). 

For the ])urposes of these returns, where the 
emjdoyer is a body of persons a limited company), 
the secretary or other officer ])erforming the duties 
of secretary, is deemed to be the emjdoyer, and all 
directors or officers are deemed to be employees (§ 105). 
The return must also include fees paid to the auditors. 

The remuneration of the previous fiscal year must 
be inserted. Special columns are provided in the 
return forms for stating the amounts of any bonuses, 
commission, etc., the name and address of previous 
employers in the case of new employees, etc. These 
Returns enable the Inspector to check the individual 
employees’ own returns of income. 

A^liere the assessment is based on the income of 
the year of assessment, any person assessable to tax 
under Schedule E who at any time during tlie year 
I of assessment becomes entitled to any additional salary 
or fees or emolument beyond the amount for which 
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; any assessment may have been made upon him, shall 
be liable to be assessed by ''additional or supplementary 
, assessment '(Rule 5, Sch. ^). 

Whore a salaiy is paid(ffrec of Income Tax the 
Schedule E assessment should be computed by refer- 
lenee to tlie amount of salary actually paid jdus tlie tax 
[thereon borae by tlie employer (North British Ely. 
Co. V. Scott (1923), A.C^ 37), even where the jiayment 
of tax is voluntary on tlie })art of the employer 
(Hartlatid v. Diggines, (1926), A.(*. 289). This 
question is discussed more fully in (''hap. XI, § 9. 

( Expenses and Deductions Allowable. 

Where a person assessable under Schedule E in 
respect of any office or em])loyinent is obliged to 
incur and defray out of the eniolunumts of tliat office 
-expenses of travelling in the performance of his 
duties, or of keeping and maintaining a horse to 
enable him to perform them, or otherwise to incur 
any other ext*enses wiio^^ly, exclusivelv and 

NEL’ESSARllY IN THE PEREOBMANCE OF THE DUTIES 
of his office, he is permitted to deduct from the amount 
of his salary, etc., the amount of such expenses and 
disbursements necessarily incurred as aforesaid 
(Rule 9, Sch. E). This does not extend to travelling 
expenses of employees from their residences to the 
offices of the employer, since the duties do not com- 
mence until the employee reaches the place of employ- 
ment. If an employee holds an office in one town and 
a separate employment in another town, the expenses 
'of travelling between the two towns are not allowed, 
since each employment commences when the 
employee reaches the place of employment ( Ricketts y, 
Colquhoun (1926), A.C. 1). 
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• 

Even where owing to a housing shortage an employee 
has to live at a distance from his work, his travelling 
expenses, not being incuircd rN the performance of 
his duties, are not a permissible deriuction {Andrews 
V. Astky (1924), 8 T.('. 589). 

A schoolmaster is not entitled to deduct the cost 
of a domestic servant employed to ctaiTy oii the duties 
of liis household, while his wife (a mistress in the same 
school at a joint salary) is engaged at tlie school, 
tlie ex])onses not being incuiTed in the performance 
of the duties of tlie ollices of master and mistress of 
the school {Bowers v. Harding (1891), .3 T.C. 22). 

Voluntai'v contributions by a minister towards his 
assistant’s stijiend ai-e not expenses, wholly, ex- 
clusively and necessarily incuired in tJio jierformance 
ot his duty {Lothian v. Macrae (1884), 2 T.C. 65). Nor 
is the ex])cnditure incurred m obtaining an augment- 
ation of stipend or on jiulpit supply during holidays 
allowable as an exjiense {Jardine v. Gillespie (1907), 
5 T.C. 263). 

Subscriptions to ])rofessional societies, where 
membership of those societies is not a condition of the 
emplo 5 ’mcnt, are not expenses udiolly, exclusively 
land necessarily incurred in the iicrformance of the 
duties of the office {Simpson- v. Tate { 1925), 9 T.C. 314). 

The following are allowable deductions from the 
amount of the emoluments : — 

' Annual contributions paid to a superannuation 
fund approved by the Commissioners of 
Inland Revenue under the provisions of the 
Income Tax Acts (§ 32 — 1921 ). 

Contributions made under the requirements ot 
any public general Act of Parliament towards 
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the expenses of providing a superannuation 
allowance or gratuity on retirement or death, 
contributions required under the Teachers.’ 
(Superannuation) Acts, 1918 to 1925, the Police 
I Pensions Act, 1921, etc. The name of the fund 
■' or Act should be quoted in the return. 

So much of any amoimt exiiended in replacing’ 
obsolete plant or machinery (e.(/., a motor car 
used for the ])ur])Oses of the office or emjdoy- 
ment) as is equal to the cost of the plant 
or machinery rejdaced, after deducting from 
such cost (a) the total amount of any allowances 
made at any time on account of the wear and 
tear of such plant or niacliincrj% and (6) any 
sum realised by its sale. 

In the case of a clergyman or minister who uses 
any i)art of his dwelling-house mainly and 
substantially foi' the ])ui"|)oscs of his duty, 
a corresponding pait of the rent or annual 
value of the house, not exceeding one-eighth. 

As to wear and tear, .see (.hap. JV, § 3. 

, Compeuftation. — A sum of money })aid to an 
employee as cjjmpensation for loss of office, e.g., on 
liquidation, and not in respect of services rendered, 
is not assessable on the recipients {Chibbeit v. Robinson 
fh Sons (1924), 9 T.C. 48), although it is an allowable 
jdeduction in the Profit and Loss Account of the payer 
{Mitchell V. Noble (1927), 11 T.C. 372). If the 
Iliquidator makes a payment to an officer of the com- 
:pany “ for services rendered ” prior to liquidation 
[the payment is taxable on the recipient {Shipway v. 
Skidmore (1932), 16 T.C. 748). A payment to make 
up for the cessation for the future of annual taxable 



§ 5 .] 

THE FIVE SCHEDULES. 107 

profits is not itself an annual profit at all {Chibbett v. 
Robinson <fc Sons, supra). (But where there m a 
•direct relation between the holding of the office and 
the right to the payment of the compensation so 
that the payer is under a contract to make the pay- 
ment which could be enforced by action and the 
recipient took office on the terms that on retirement 
he would be entitled to such comiicnsation, the 
recipient is liable to tax thereon as remuneration 
, {Henry v. Foster (1931), 16 T.(*. 605). On the other 
hand, where there is a contract under the Articles 
to ])ay such compensation, and the comjiany pays a 
luni]) sum lo vary such contract ii.e., to obtain a release 
'from a contingent liability), this sum is a ca])ital 
payment not assessable on the recipient {Deu'hurst 
y.' Hunter (19,32), 16 T.C. 605. 

A payment by way of deferred remuneration is 
taxable ; the fact that it falls to be ])aid after the 
office Ipis come to an end does not divorce it from the 
office, but there must be a direct relation betw(‘en 
the holding of the office and the right to have the 
payment made {ihid. at pp. 629, 630). 

Basis of Assessment. 

As respects the year of assessment in which a 
taxpayer first holds an office or emjiloyment, or 
becomes entitled to the amiuity, pension or stipend, 
(tax must be computed on the amount of the emolu- 
; ments for that year. 

In the following year the assessment must bo based 
upon the emoluments of the first year of assessment 
if a full year (i.e., if the employment firat arose on 
6th April), otherwise upon the emoluments of the 
year of assessment. 
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Tliereaftei- the assessment is based upon the 
emoluments of the year preceding the year of 
assessment. 

TJ)e first “ preceding year ” assessment will be 
reduced to the income of the year of assesSsment, 
on the taxpayer giving notice in wi'iting to the 
Insj»ector of Taxes, within twelve months after the 
end of the year of assessment (§ 45 (4) — 1927). 

Where in any year of assessment a person ceases 
to hold {vn office or employment or to be entitled to 
an annuity, ])ension or stipend chargeable under 
Schedule E, tax is charged for that year on the amount 
of his emoluments for the period from 6th April 
in that year to the date of eessation ; and if the 
emoluments for the penultimate year exceed the 
amount on which tax has been ])aid for that year, 
an additional assessment may be made so that tax 
shall be charged for that (the pemdtimate) year on 
the actual emoluments of that year (§45 (5)— 1927). 
^'There is no right of rc'duction should the actual 
; emoluments be less than the original assessment; 

Illustration. 

H was appointed manager of a company on Ist September, 
1929, and died on 14th July, 1933. During the period his salary, 
including bonuses, was as follows : — 


1st September, 1929, to 5th April, 

1930 

. . £600" 

Year ended 5th April 

1931 

.. 1,500 

79 1 ' 

1932 

.. 1,300 


1933 

.. 1,800 

6th April, 1933, to 14th July, 

1933 

.. 500^ 


The assessments under Schedule E would be as follows • — 

1929- 30 — On the actual emoluments of the period . , . . £600 

1930- 31 — Since the office first arose later than 6th April, 

1929, the assessment is on the actual emolu- 
ments of the year of assessment . . . . 1,500 
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1931- 32 — On the emolunicntfi of the preceding year £1,500, 

but reduced to the emoluments of the year of 
assessment on a wntten claim being made not 
later than 5th April, 1933, i.e 1,300 

1932- 33 — On the emoluments of the preceding year . . 1,300 

1933- 34 — On the actual emoluments of the year of assess- 

ment, since the cniploymc'ut ot‘ase<l in this year 500 

An additional assessment of £500 will now 
'be raised in respect of 1932-33 to bring the 
assessmeiil up to the emoluments ‘'of that year 1,S(M) 

It has been hold tliat the fact tliat the duties attached 
to an office are enlarged or diminished does not of 
itself involve the taking ii]) of a ik*w office, e.g., where 
a director is aj)j)ointed to the executive committee of 
directors, for which he receives additional remunera- 
/tion, such ap])ointment does not constitute a new 
office {May v. Falk (1932), 17 T.C. 218). 

An actress who performs in various stage jilays 
and acts for films and wireless, etc., does not hold 
anything in the nature of an office and is not 
assessable under Schedule E ; she exercises a pro- 
jfession assessable under Case II, Schedule D {Davies 
v. Braithwaite (1931), 10 A.T.C. 28b). 

The “ benefit ” given to a professional cricketer 
has been held not assessable {Reed v. Seymour (1927), 
A.C. 554). The proceeds of the benefit matc(i, both 
of the proportion of “ gate money ” and the public 
subscription, was considered to be a testimonial and 
' not a perquisite"; not remuneration for services, but 
a pe rsonal gift, expressing the gratitude of the 
employers and of the cricket loving public for what the 
(professional had already done and their apjireciation 
" iof his personal qualities. 
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On the other hand, a sum paid to a professional 
footballer “as a reward for loyal and meritorious 
Wrvice in lieu of presumed accrued share of benefit ” 
lon his ti’ansfer to another club, was held to be assess- 
able {Davies v. Harrison (1927), 11 T.C. 707), since it 
arose out of an agreement under which the player 
served. 

Rent Free Residence. 

In some cases, an employee, e.g., a bank manager, 
is allowed or re(|uired to live on the premises where 
the business is carried on, or is provided, rent free, 
with a dwelling house as part of his remuneration. 
In such cases the employers have the use of the pre- 
mises, and are therefore the legal occupiers, assessable 
under Schedule A. Although the (‘mployee resides 
in the premises he docs so as the servant of his employer, 
and for the purpose of jierforming the duty he owes 
to his employer, and the tax is no more leviable on 
him than it would be on a caretaker, nor can assess- 
ments be made on him under any other Schedule in 
respect of the premises. It would appear from the 
judgment of Lord VV'arrington in C.I.R. v. Miller 
((1930), A.C. 222), that it is entirely irrelevant to 
consider whether the employee has jiower to let 
jor turn his benefit into cash. 

If the employee is the occupier within the meaning 
•of the Rules of Schedule A, he is assessable under that 
Schedule, and if he has no recourse to any other 
person for the tax, because he pays no rent, the annual 
value is part of his incom^.’^ ;If the employer can be 
regarded as the legal occupier, then the employee’s 
in(!ome cannot include the annual value. ' 
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Error or Mistake. 

A The provisions of § 24, Finance Act, 1923, (wl\icli 
provide for relief in respect of error or mistake) apply 
to tax charged under an assessment under Schedule E 
as they apply to tax charged under an assess- 
ment made undci Schedule D (§ 45 (8) — 1927) {see 
Chap. IV, § 16). 

Appeal against an assessment under Schedule E can, 
if desired by the taxpayer, be made to the Special 
Commissioners (§ J9 — 1922), or to the General Com- 
missioners (§ 136). 

Since Income Tax is an appro])riation of profits 
{Ashton Gas Co. v. Atlorney-General (1906), A.C. 10), 
Income Tax is not deductible from profits in arriving 
at a commission on “net ]n*ofits ” payable under an 
agi’eement with a manager {.Johvsion. v. Chestergaie 
Hat Manufacturing ('o. (1915), W.N. 277). 


^ 6. — ^Weekly Wage Earners. , , 

Weekly wage earners, i.e., persons engaged in 
manual labour who receive wages calculated by 
reference to the hour, day, week or any period less 
than a month, at whatever intervals the wages may 
be paid, or who receive wages, however calculated, 
which are paid daily, weekly, or at any less intervals 
than a month, are assessable to Income Tax in respect 
!of their wages in each half-year of the year instead 
.of the whole year. 

The weekly wage earnei’s are in all cases assessed 
and charged half-yearly in respect of the actual amount 
of the wages. 
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Clerks, tyjrists, draftsmen, or persons employed 
in any other similar capacity will not be assessed 
in this way. 

Any question as to whether any person is a weekly 
wage earner is determined jointly by the Commis- 
sioners of Inland Revenue and the General Commis- 
sioners, whose determination will be final and 
conclusive (Rule 2, Sch. D, Cases I and TI, now deeme(i 
to be one of the Knles of Schedule E (§18 (2) — 1922)). 

■ From the gross income can be deducted the 
payments necessarily and exclusively made for the 
purposes of the employment on account of tools, 
boots, overalls, exjdosives, etc. The trside union 
agrees a scale for tJie particular trade with tlie Board 
of Inland Revenue ; in cases where there is no trade 
union, the allowance is agi*eod with the Inspector 
or fixed by the Commissioners on appeal. 

The right to allowances or deductions is not 
affected by half-yearly assessment, and the total 
wag;es on which the tax is (diarged, and the total tax 
charged for tlie rtvo halves of tlie year, will for these 
purposes be ileemed respectively to be the total 
income for the year from the wages and the total 
tax charged for the year in resj)ect of the wages. 
The Commissioners of Inland Revenue may, if they 
think fit in any case, in accordance with ’regulations 
made by them, allow any sucli allowances or 
deductions, as may be applicable, by way of reduction 
of the half-yearly assessment or rc-[)ayment of the 
half-yearly tax (§ 22 — 1918 and § 18 — 1925). 

Not more than one-half of the year’s allowances 
tmay be deducted from the assessment for the first 
half of the year, the residue being allowed in the 
second half, or by repayment if necessary. (§§ 4 and 5, 
S.R. & O., No. 702, 1925). 



§ 6 .] 


THE FIVE SCHEDULES. 113 

Illustration. 

A. is a manual weekly wage earner. His wife also earns income 
from time to time in similar employment. A. has two children 
under 16, and maintains his wife’s widowed mother.^ ' 

For the year ended 5th Apnl, 1933, their incomes were : — 

A. Mrs. A. 

Half-year to 5tli flctober, 1932 . . .. £156 £80 

do. 5th April, 1933 . . . . 150 20 

Computation, 1932-33. 

Half-year to Half-year to 

.'itii October, UVM r)th April, 1933 

A.’s Wages .. .. .. £156 0 0 £150 0 0 

Mrs.A’s . .. 80 0 0 20 0 0 

2.36 0 0 170 0 0 

£47 4 0 £31 0 0 

75 0 0 75 0 0 

22 10 0 22 10 0 

45 0 0 45 0 0 

12 10 0 12 10 0 

202 4 0 189 0 0 

£33 16 0 Nil. 

Tax payable, 1st January, 1933 — 

£33 16s. Od. Cd] '2/6 . . =£446 

Lfss Widows’, Orphans 
and Old Age Contribu- 
\ lory Pensions — (yontri- 

butioiis, 15/- = 1 10 

£4 2 8 

Tax IS rcclaimable after 5th April, 1933, on the excess of the 
allowanees for the half-year over the total incomes, t.e., £19 @ 2/6 
= £2 73. 6d., plus Pensions (\)iitributioii, 15, -- (r/j 2/6 =^1/11, a 
total of £2 9s 5d 

The tax borne is thus tax on the year’s uieome less the year’s 
allowances, i.e., £406 less £391 Is. Od. @ 2/0 = £1 1 7s Od., less 
Pensions Contributions, 30/- ((p 2/6 = 3/9, net £1 13s.. 3d. 

Note — The Pensions (Jontnbution is treated as £1 for a man 
and 10/- for a woman, i c , the twoj It has been assumed 

[that in the cxamjde in question, no restriction has been imposed 
owing to the wife’s intermittent employment. 

H 


Deduct Allowanees — 
Earned Iiieome 
Personal 

Additional Personal 
Children . . 

Dependent Relative 
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The Commissioners of Inland Revenue are em- 
powered by regulation to provide for assessment by 
the Inspector and for the application of the rules and 
provisions of Schedule E, where they are not otherwise 
apjdicable. The right of appeal to the General 
Commissioners is preserved (§ 131). A])])eals may 
also be made to the Special (■oinmissioners (§ 19 — 1922, 
and § 10, S.R. & O., No. 702, 1925). 

Provisions are ma<le whereby weekly wage earners 
■may pay the tax by means of special stamps which 
can be purchased from the Post Office. Little 
advantage is taken of this convenient method of 
.'providing for the tax by regular purchases of stamps. 
■Cards for the affixation of the stamps can be obtained 
from the ..Collector of Taxes.' 
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(CHAPTER TV. 

r 

SCHEDULE D. 

(’A.SE.S 1 AND 11 . 

§1 — Basis of Assessment i ndeii Schedule D 
2 — Rules and Hkoulations fok c\lci latino Profits 

(a) Docluctioiis allowed 

(b) DediKtiuiiH not allowcfl 

(r) Decisions us to Items allowod or not allowed 
(fl) Coritribiilioiis toi National lnsiiran(‘(‘ 

(e) Rx((‘ss Prolits Duty and Corporation J*rofits 'I'ax 
(J) Annual Valia* of l*n*inis<*s Abroad 
. 3 — AlIiOwances for WK^u AND Tkah and OrSOLESCENI’E. 

4 — Adjustment oi* \( counts for Income Tax 

5— Treatment of Rent under Schkdc le D 
€ --Interest ON Loans 

(ft) Dediation oi 'Pax 

(b) Tieatinent ot Interest wbeie the Payei makes a Ibotit. 

(e) Treat rn<*ut ol Interest where the Payei makes a Loss 
(d) Wliorr* a loss is '•onvc‘ite<l into a Profit through writing back Interest 
on Loans 

(f>) Where tho Interest varies in Amount 
(/) Interest i‘eeeiv<‘d dross 

7 — (Chance in Date to rich \r’coi tjts are made up, etc. 

^ 8 — New Businesses 

, 9. — Discontinuance of Business 

K,10 — Chanoe in Ownership op a Business 

11 — Partnership Assessments 

(a) Where no elaim for Allowanees or Relii'f is made. 

(b) Where a elaim lor Allowaiiees is made 

(c) Fluctuating Intoi'est on Capital imtl Salaries of Partners. ' 

(d) Paitnership Returns 

12 — Distribution of Income Tax o\er the Profits op a Limited 

Company 

13. — Rate for Deduction of Tax where the Standard Rate is altered. 

14. — Reserves for Income Tax. 

(cr) Private Firms 
(fl) Limited Companies 
15 — Assessment of Share Profits. 

16. — Error or Mistake. 

H 2 
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CHAPTER IV. 
SCHEDULE D. 


Cases I and II. 

§ 1. — Basis of Assessment under Schedule D. 

With the exc*e])tion of f^aso VJ, the basis of 
, assessment under tSchedule D is the income of the 
year preceding the year of assessment, i.e., the 
“ previous year’s ” income. By the ])rovious year is 
meant the preceding fiscal year, unless the Acts lay 
down some other yteriod. In Cases T and II such 
other period is laid down, inasmuch as the accounting 
period of the business is to ))c looked at, and not the 
fiscal year. Tlie rules for determining the accounting 
period are explained in Chap. TV, § 7. 

Special rules are provided for tlie basis of assessment 
where a preceding year is not available, e.g., in the 
early years of a business, or of the holding of a source 
of income. These are explained liereafter as they arise. 

§ 2. — Rules and Regulations for Calculating 
Profits. 

It has already been pointed out that the amount 
of profit as shown by the accounts of a business will 
not usually represent the profit for Income Tax pur- 
poses, quite apart from ,the return being based on 
the profits of the previous yeary A considerable 
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number of adjustments will commonly be found 
necessary to comply with the Income Tax regulatipns. 
These will mainly fall under certain classes as follows : — 

. ( 1 ) Expenditure or losses of a capital nature which 
may have been charged to revenue. Although 
it may be very prudent on the part of the tax- 
payer to charge such items to his Profit and Loss 
(Account, the State does not recognise such 
, losses as chargeable against the income to be 
'taxed. Under this heading will be found items 
such as improvements to premises, extension 
of plant, depTeciatioif (although an allowance 
may be claimed in respect of wear and tear of 
plant and machinery). Similarly capital profits 
'can be excluded as they arc not assessable to 
Income Tax. 

(2) AppuoPRrATioNS OK PROJ IT as between the pro- 
]»j‘iotors of the business. TJiese will include 
partnei's’ salaries, interest on capital, and 
similar items, which, although properly charged 
in the Profit and Loss Account foi' the purpose 
of adjusting the rights of the jiartners as 
between themselves, nevertheless form part of 
the taxable jirofits. 

(3) Other appropriations' of profit. Under this 
heading will be included such items as Income 

^ Tax, whicli being a levy on the profits is legally 
an appropriation of profit and not a charge ; all 
'general I’eserves, whether made against jLiitici- 
ipateu losses or not ; voluntary gifts, etc. 

(4) Payments taxable at the sojirck. This will 
include items such as annual interest on loans, 
annuities, royalties on patents, etc. It is the duty 
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of the party making the payment to deduct tax 
from the amount payable (see Chap. IV, § 6). 

. As he must account for the Income Tax so 
, deducted, he is not entitled to deduct the item 
before arriving at his assessable profits. Corre- 
spondingly the taxpayer is entitled to deduct 
^rom his profits all income received by him less 
tax which may have been placed to the credit 
•of his Profit and Loss Account. 

(5) Losses or profits not connected withj or 
ARISING OUT, OF THE TRADE. Profits of this 
nature are not necessarily exempted from the 
tax, but they are not assessable as part of the 
trading profits. 

(6) Income assessable under some other Case 
OR Schedule. 

(7 1' Expenses not wholly and bxclitstvely laid 

OUT FOR THE PX^RPOSE OF EARNING THE PROFITS. 

The following is a comprehensive list of the 
deductions allowed, and deductions not allowed (based 
on Rule 3, Cases I and IT, Schedule. D). 

r 

(a) Deductions are allowed — 

For repairs of premises occupied for the purpose of the 
trade, etc., and for the sup])ly or repair of imple- 
ments, utensils, or articles employed. Any 
element of improvement xvill be disallowed. 

For debts proved' to be bad ; also for doubtful debts to 
the extent that they are respectively estimated 
to be bad (i.e., a reserve against specific debts 
i| is allowed, but a reserve against debtors generally, 

^ one based on a percentage of debtors, is not). 
(Where such debts are subsequently recovered. 
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the amount received must be brought in as a 
profit of the year of receipt. Similarly, where 
amounts reserved for specific doubtful debts 
are written back, tax must be paid thereon, but 
when a general reserve, which was not allowed 
[when set aside, is written back, it must be ex- 
cluded from the profits for tax purposes in the 
('year in which it is so written back). 

For the rent of business premises or alternatively (if 

■ the premises are within Great Britain' or Northern 
Ireland) the annual value," 

If part of the premises is used as a residence, 
’only the appropriate proportion of the rent or 
I annual value is allowable. 

(The annual value to be taken for this purpose ia 
the net amount of the Schedule A assessment aa 
reduced by the statutory allowance for repairs, 

I except in tlie case of mills^ factories, or other 

■ similar premises, when the gross amount before 
deducting the repairs allowance is allowable.) 

For the amount charged to United Kingdom tax 
on account of premises situate in the Irish Free 
State to the extent that they are used for the 
purposes of the trade. 

For (in the case of a trade) one-sixth’^of the annual 
value of any mills, factories, or similar premises 
situate outside the United Kingdom and” occupied 
by the owner for the purposes of the trade. Annual 
value for this purpose is to be computed accord- 
'ing to the principles governing the estimation of 
the annual value, for the purposes of Schedule A, 
I of similar premises in the United Kingdom — ^that 
V is, in general, by reference to the rack rent' at 
which the premises would let by the year. 
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Por so much of any amount expended ni replacing 
(hbsolete^ plant or machinery as is equal to the 
cost of the plant or machmery replaced, after 
deducting from such cost (a) the total of any 
allowances already made for the wear and tear* 
of such plant or machinery (including the 
additional deduction of one-tenth where 
"applicable), and (6) any sum realised by its 
. sale. 

For any other disbursements or c.xpenses wholly and 
exclusively laid out for the purposes of the trade, 
etc. 

'For any ordinary 'annual contribution to an approved 
superannuation fund (§ 32 — 1921). 

(b) No Deductions are allowed — 

For any sums not wholly and exclusively incurred 
for the ]mr[>o.ses of the trade, etc. 

% m 

For any annual interest, annuity, or other annual 
payment, payable out of the 7 )rofits or gains, or 
*for any royalty or other surn])aid in rcs])cct of the 
user of a patent. (The tax on such interest, patent 
royalty, or other annual ])aymcnt should be 
Ideducted from the pei’son to whom the payment 
is matle. ) 

For any sums paid as salaries to proprietors, or any 
interest on capital, or drawings by proprietors. 

For any sums invested or employed as capital in the 
trade, etc., or any capital withdrawn there- 
from. 

For any sums expended in improvement of premises, or 
written off for depreciation of land, buildings or 
leases. 
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■'^’or any loss not connected with, or arising out of the 
trade, etc. 

For any expenses of maintenance of the j)ersons assess- 
able, their families, or establishments ; or for any 
sum expended for any other domestic or private 
purpose. 

For any loss recoverable under an insurance or contract 
of indemnity. Where stock has been destroyed 
by fire, the full amount recovered in respect 
thereof under an Insurance J’olicy is a trading 
receipt and must be credited in compxiting the 
profits for Tnc'ome Tax ])ur])oses (Green v. ■ 
aUlcAten (1929). AX\ 381). 

For interest ])aid on arrears of Kxcess Profits lJuty, 
or Munitions Exche(iuer Payments. 

For any sum ])aid as United Kingdom Income Tax, 
and any sum paid as Dominion Income Tax 
exee])tin certain circumstances (see Chaj). X, § 19 
iForeign Income Tax paid in res'|)oct of the profits 
in the ])lace where they arise may, however, be 
deducted. 

For wear and tear of machinery and plant; but an 
allowance may be claimed in res])ec.t of this 
item (see C’hap. IV, § 3). 

For the rent or net annual value of any dwelling- 
house or domestic offices oi’ any paif 'thereof, 
except such part, as is used for the ])ur])oses 
of the trade or profession : Provided that where 
any such part is so used, the sum so deducted 
■shall be such as may be determined by the 
Commissioners and shall not, unless in any par- 
ticular case the Commissioners a.re of opinion 
that, having regard to all the circumstances. 
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some greater sum ought to be deducted, exceed 
' two-thirds of the annual value or of the rent hon6L 
fide paid for the said dwelling house or offices. 

(c) Decisions as to Items allowed or not allowed. 

The following are some of the more important 
decisions : — 

The fact that ex])enditiu'e is necessary to enable 
profits to be earned Ls inconclusive as regards its 
admissibility as a deduction. It may be capital 
expendittire {Ounsimrth v. Vickers (1915), 6 T.C. 
at p. 677). 

Debentures, 

Debenture interest paid by an English company 
to foreign debenture-holders, in respect of debentures 
^ charged on foreign pro])erty nof allowed {Alexandria 
Water Co. v. Musfjrave (1883), 11 Q.B.D. 174). 

Expense of issuing debentures not allowed {Texas 
Land Mortgage Co. v. (1894), 10 T.L.R. 337). 

Owner's Rates {Scotland). 

Owner’s Rates are not an admissible deduction 
in computing profits ixnder Schedule D {Commissioners 
of Inland Revenue v. Scottish Central Power Company 
(1931), 15 T.C. 761). These rates are an admissible 
^ deduction in arriving at the N]et Annual Value under 
jSchedide A (Rule 4(1), No. V, Sch. A). 

Bonus on Loam. 

Bonus payable on repayment of borrowed money 
not allowed {Arizona Copper Co. v. Smiles (1891), 
29 Sc. L.R. 134). 
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Removal Expenses. 

Expenses of removing business premises uot allowed 
{Granite Supply Associaiiov- v. Kitton (1905), 43 Sc. 
L.R. 65). Compulsory' removal expenses are, how- 
ever, allowed: in practice, and in any event the cost 
of removing stock-in-trade'^ is allowed. ■ A circus 
proprietor, or the proprietor of a travelling business,: 
is entitled to deduct his moving expenses {Barmans 
V. Shaw and v. C.I.R. (1927). 14 T.C. 218, 225). The 
expenses of removing plant and machinery if, not 
allowed as deductions from revenue, may be added 
to the cost of the asset for the purposes of computing 
the wear and tear allowance. 

Loss on Closing Factory. 

Loss incuiTed through , closing a factory, and 
removing and reo])ening elsewdiere on a smaller scale, 
inot allowed, on the gi'ound that the loss is a loss 
,of capital {Smith v. Westinghouse Brake Co. (1888), 
2 T.C. 357). 

Loss Charged to Insurance Fund. 

A steamship company, operating an Internal 
Insurance Fund to cover a portion of their risk, suffer 
a total loss. The ])roportion of such loss charge- 
able agamst the Insurance Fund not allowed as a 
deduction, being a loss of caiiital. The annual 
premiums that would have been payable to under- 
writers in respect of the portion of the risk taken by 
the company were charged against profits, but in the 
.course of the judgment it was said that such charge 
was only a reservation out of profits’ to provide for 
future losses of capital, and consequently could not be 
deducted {Inland Revenue v. Westert} Steamship Co. 
(1907), 44 Sc. L.R. 715). 
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Cost of A ppeal. 

The legal costs in connection with an appeal to the 
Commissioners are not an allowable deduction (Allen 
V. Farquharson Bros, ct- Co. (1932), 17 T.C. 59), 
!but by concession, the costs of a successful appeal 
/against a sur-tax assessment on a eom])any under § 21 
•(1922) are allowed. 

Bad J)ehts. 

Where a ])roper estimate is placed on a debt for the 
purpose of accounts and is a reasonable estimate 
when made, it cannot be overthrown by any sub- 
sequent facts {e.g., granting further credit to the 
<lebtor) which coxild justify the Commissioners in 
holding that the estimate was based on insufficient 
materials (Ariderton <{• Halstead v. Birrell (1931), 
10 A.T.(\ 270). 

; Bad debts in respect of casli advances not laid 
out for the ■|)uiqiose of trade arc* not allowed (English 
Crown Spelter Co. v. Baker (1908), 99 L.T. 353), but if 
■advanced for the p\u'])ose of trade tlie bad debt will 
healhired ( BekVs Breirerg Co. v. Jlfale, (1891), 2 Q.B. 1). 

Defalcations. 

The loss arising tt) a company where, on the death 
of its managing director, it was found that payments, 
etc., relating to his ]>rivate affairs had passed through 
the books, iiot allowed. It was held that the loss 
was not a trading loss (Curtis v. Oldfield (1925), 
9 T.C. 319). 

(It should be noted that by virtue of his position 
as managing direc'tor, he could do exactly what he 
liked. -Defalcations bj subordinate emploj^ees are 
i/allowed as deductions, j 
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1 Exhaustion of Nitrate Grounds. 

Deduction in respect of exhaustion of niti;ate 
de]50sits, in the case of a company owning grounds 
situate abroad on which is found the raw material 
from which the nitrate is produced, not allowed {Alianza 
Co. V. Bell (19()()), A.C. 18). 

Losses. 

Loss of capital invested in subsidiary comjiany, 
^'not (dloired {.Jacobs, Youiuf t/b Co. v. Harris, 11 T.C. 221 ). 

Payment for the cancellation of c'ontract for con- 
struction of a fixed* asset, not allowed (“Countess 
TlV/ra'/c/.’ ” Steamship Co. v. Ogtj, 8 T.C. (>52). 

A lumj) sum ])ayment to discharge an onerous 
contract, thereby relieving future revenue 'witfiout 
'acquiring any new assets or enhancing the value of 
.existing capital, allowed (Auglo-I*ersian Oil Co. v. 
DaZe (19:11), 16 T.C. 253). 

Loss on realisation of shares taken up to secure 
contracts, not allowed {Stott v. Hoddinott (1916), 7 T.C. 
85). 

Ct)st of unexecuted contracts taken over with a 
( business, not allowed as a deduction from the profits 
arising from the performance of the contracts {City 
of London ('ontrarl Corporation v. Styles (1887), 
2 T.C. 239). 

A lump sum payment to a director (who had been 
appointed for life) to secure his retirement, allowed 
{J^itchell V. Noble (1927), 11 T.C. 372). A payment to 
'get rid of a servant in the interests of the trade is 
^a proper deduction {ibid. 415). 

Loss of mone;v advanced to managing director in 
excess of the commission due to him, not allowed 
{Roebank Printing Co. v. Commissioners of Inland 
Revenue (1928), 13 T.C. 864). 
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Release of Debt. 

A company released a debt due to an associated 
company in order to give it relief — in effect, giving 
it new capital — on condition that the sum was to be 
,apj)lied in writing down its main asset. Held not to 
be a trading receipt of the latter company {British 
Mexican Petroleum Co. v. .Tackson (1932), 16 T.O. 
570). 

Surrender of Lease. 

Payment to lessor as consideration for surrender 
of lease of trade premises, not allowed {Cowcher v. Mills 
<1927), 13 T.C. 216). 

Employee's Funds. 

Lump Slim set aside in hands of trustees as a fund 
for relief, out of the income thereof, of invalidity, etc., 
amongst their employees, uof allowed (Row7itree rf; Co. 
V. Curtis (1924), 8 T.O. 678). 

Lump sum payment to establish a pension fund, 
not allowed {AtheHon v. British Inmlaled and Helsby 
Cables (1925), 10 T.C. 155). 

Dividends as remuneration. 

Dividends on shares held by_ directors (the Articles 
contained a provision that such dividends were to be 
regarded as part of the remuneration of the directors, 
but the shares were acquired by the directors for 

■ valuable consideration and were held unconditionally), 
not allowed^ {Eyres v. Finnieston Engineering Co. 
(1916), 7 T.C. 74). 

Hire Purchase Instalments. 

Payments by a coal company to a wagon company 

■ under a hire-purchase agreement, allowed in so far 
'•as the annual payments represented consideration 
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for the use of the wagons fas distinct from payments 
for an option at a future date to purchase the wagons 
■ at a nominal price: {DarngavU Coal Co. v. Francis 
(1913), 7 T.C. 1). '-f 

Mvbber Estates. 

Expenditure of a rubber company for suiierinten- 
.dence, weeding, etc., on the whole estate, allowed 
although only one-seventh produced rubber (the re- 
mainder being in process of cultivation for production 
of rubber) ( VaUamhrosa Rubber Co. v. Farmer (1910), 
,5 T.C. 529). 

Subscriptions to Trade Associations. 

Subscrif)tion to Coal Owners’ Asswiation, the object 
of which was to indemnify its members in tlie event 
of deficiency or stoppage of output caused by strikes, 
etc., not allowed, on tlie ground that the ])ayment 
was not money expended for the purpose of trade 
{Rhymney Iron Co. v. Fouler (1896), 2 Q.B. 79) ; but 
payment to a trade association, formed for the pm’- 
pose of keeping up prices, allowed as a deduction, on 
the ground that the payment was exclusively made 
for the purpose of the trade {Guest, Keen db Nettle- 
fold, Ltd. V. Fowler \\%\0), 5 T.C. 511). 

Whether subscriptions or levies paid to a trade 
^association are allowable depends on the purposes to 
] which the association devotes the moneys so received. 

1 Generally speaking, if all the expenses incun’etl by 
the association are such as would bo properly allow- 
able if incurred by the contributories individually, the 
whole of the contributions and levies paid by the 
members would be allowable on satisfactory proof of 
the circumstances. 

If the expenses of the association are partly 
admissible and partly inadmissible, an apportionment 
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of the contribution may be necessary {LochgeUy Iron 
cfe Cml Co. V. Crawford (1913), 6 Tax Cas. 267). 

Tn practice it is customary for trade associations 
to agree to pay tax on the excess of their receipts 
over allowable expenses, in w'hich case the whole of 
the payments made by members are allowed as a charge 
in the accounts of the members. 

Each Inspector of Taxes has a list of the associations 
which have entered into such an agreement,^ and 
'unless tlic association in question is on that list, the 
; Inspector will resist the allowance of the contribution. 
In view of the difficulty of ])roving the relative pro- 
portions of the contributions applicable to the respec- 
tive acti^dties of such ass<x5iations, the Inspector is 
usually successful if the matter is taken before the 
Commissioners. It is of Antal importance that the 
exact and full name of the association be given to 
the Inspector in order to ensure that the Inspector 
does not overlook it if on his list. 

Legal Expeme.s. 

Revenue expcnditiu'c, e.g., on debt recovery, is 
allowed, but the ex])enses of acquiring assets, renewing 
leases, etc., are ca})ital and not allowed. As to the 
exceptional position of ])rewcrs, see ( *hapt('r VI, § 4. 

Prelim inary Exjjen vc.s. 

The expenses of forming a company or raising its 
capital, not allowed {Terns Land and Mortgage Co. 
v. Haltham (1894), 10 T.L.R. 337 ; 3 T.C. 255). 

Interest on Temjioraiy Investments. 

Where a finance company deals in temporary 
investments, the profits on which are assessable 
under Case I, Sch. D, the interest on bonds bought 
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cum coupon and sold ex coupon, being taxed by 
■ deduction as interest, cannot again be taxed as part 
of the ])rofit on realisation of the bonds (Thompson 
V. The Trust and Loan Co. of Canada (1932), 16 T.C. 
394). 

(d) Contributions for National Health, Unemployment, and 

Pensions Insurance. 

Contributions under the various National Insurance 
Acts, paid by employers in respect of ])crsous employed 
by them are allowable as a business expense in 
estimating the assessable profits under Schedule D. 

(e) Excess Profits Duty and Corporation Profits Tax. 
Excess Profits Duty under the Einancti (No. 2) Act, 

1915, ai\d later Acts, and Corporation ih-ofits Tax under 
the Finance Act, 1920, and later Acts, were allowed as 
deductions for Income Tax puiTioses in the year which 
included the end of the accounting period in respect 
of which such duty was paid. 

Where Excess Profits Duty or Corporation Profits 
Tax is rejjaid, the amount must be treated as profit 
for Income Tax purposes for the year in which it is 
received. 

(f) Annual Value of Premises Abroad. 

Where any lands, tenements, hereditaments or 
other premises of whatsoever description usefl for the 
purpose of any trade, manufacture, adventure, concern, 
profession, employment or vocation, are situated out- 
sifle the United Kingdom, and owned by the i)erson 
carrying on such trade or business, no deduction or 
set-off can, in estimating the amount of annual profits 
or gains arising or accruing from that trade, manufac- 
ture, adventure, concern, profession, employment or 
vocation, in any manner be allowed on account or in 
respect of the annual value of those premises (Rule 5, 
Cases I and II, Schedule D). This is modified in 
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the case of mills, factories or similar premises owned 
'abroad when one-sixth of the annual value is allowed 
as a deduction (Finance Act, 1919, § 18). 

In the case of properties situated in this country, 
Section 24 (1) of the Rating and Valuation Act, 
19 25 {>see Appendix V), took out of rating the machinery 
specified, this being broadly Process Matihinery. 

As a result, the Schedule A assessments on fac- 
tories in this country also (^excluded i)rocess ])lant.' 
The Revenue Authorities contend that the same 
principle should be applied to factories situated abroad 
and that process plant and machinery should be ex- 
. eluded from the calculations in arriving at the annual 
value of the factory. 

§3. — ^Allowances for Wear and Tear and 
Obsolescence. 

The (fommissioners for General or Special Purposes 
are empowered, in assessing profits or gains of any 
trade, profession, vocation, employment or office (and 
profits from lands, including woodland, asc*ertained 
otherwise than by I’eferenco to assessable value) 
to allow SUCH DEOUCTION AS THEY MAY THIXK .JUST 
AND BEASONABLB,' AS BEPBESENTINO THE DIMINTSHED 

’.Value by beason of weab and teab, dubing the 
YBAB, of any maohineby ob plant used for the pur- 
poses of the concern and belonging to the pebson 
or company by whom the concern is carried op 
(Rule 6, Schedule D, Cases I, and II ; and § 16 — 1925). 
lin the case of trades, the Additional Commissioners 
are to make the allowance (Rule 6). 

In practice an allowance can usually be obtained on 
trade fixtures and fittings as well as pure plant. 

Where machinery or plant is let, and the peraon 
leasing is bound to «^eliver up the same at the expiration 
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of tlie leapse in good (‘ondition, such ])lant will be 
'■regarded, for the ])urpose of wear and tear, as belortg- 
ing to the lessee. Tf, however, the burden of main- 
taining the plant falls on the lessor, he is entitled to 
make a claim for repayment of tax. in i*esi)ect of such 
wear and tear, as tlie Commissioners may think just 
and reasonable, but sucli claim must be made within 
twelve calendar months after the expiration of the 
.year of assessment (ibid.). 

For the purpose of enabling tlicse deduction.s to be 
allowed, tlie tax])ayer must specifically claim in his 
return an allowance in I’espect of -^car and teai'. It 
,is essential that the allowance be claimed in a return 
for tlie year, even wlici'o there arc no assessable profits, 
otJierwise the allowance in respect of that year may 
be refused for the i»urpose of carry forward to succeeding 
yeaivs. Tlie amount that wdl be allowed varies 
materially according to the iiartiiiular (;lass of plant 
or inacJiinery, and also ac.cording to the practice 
adopted in the books of dealing with the item. If 
rejiairs ai’e charged to revenue, and renewals provided 
out of capital, weai' an<l tear will be allowed, but if 
renewals are also provided out of revenue, no wear 
and tear is as a rule allowed. 

Whatever allowance is granted for 1932-33 onwards 
is increased by one-tenth. This does not apply 
to amount^ brought forward from previous' years 
(§ 18—1932). 

In certain cases also allowance is made for loss 
tlirough OBSOLESOENCE. ‘ In arriving at the profits or 
gains chargeable there shall be allowed to be deducted 
as expenses incurred in any year' (i.e., deducted in the 
Profit and Loss Account or from the emoluments, as the 
case may be, of the year' on the profit of which the 
assessment is based) so s^uch of any amount 

I 2 
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EXPENDED in that year in repdacino any obspletb^ 

PLANT OB MA('HINERY AS IS EQUIVALENT TO THE^'COST 
OP THE PLANT O^ MACHINERY REPLACED 'after DEDITCT- 

iNO from that cost the total amount of any allowances 
which have at any time been made in estimating 
profits and gains on accoitnt o.r;'. wear and te.ar of 
that plant and macliinery, and any stim realised by 
THE SALE of that machinery or plant (Rule 7). 

I; The cost of the new macliinery is then treated as 
jan addition to the ])lant. 

The deduction allowed in respect of wear .and tear 
represents wear and tear foi* tJie year of assessment, 
and is not bas<id on tin* previous yeai‘, consequently 
the amount of the allowance is deducted from the 
profit after this has been ascertained. It will be found 
frequently that the capital value of the plant, etc., 
upon which the allowance is calculated, differs from 
that appearing in the books of the business. This 
may arise in two ways. First, the amount of the 
depreciation written off in the accounts year by year 
may exceed the rate allowed for wear and tear, in 
which event it is iiermissible to calculate the wear aiul 
tear on the ca])ital value as it would have appeared 
in the books had only the amount allowe-d been 
written off. Sec-ondly, if the wear and tear allowed 
is in excess of that AvTitten off in the books, the 
' amount upon which the allowance muvst be calculated 
will be less than the ca])ital value according to the 
books. The capital value is usually taken as at the 
jlast day^of the preceding business year, although new' 
plant acquired between the last day of the accounting 
year and tlie commencement of the fiscal year of 
assessment may be added. 

I Additions during the year are added to the 
amount in the computation for the puipose of 
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I allowance in the following fiscal year, sales being 
,d^ucted from the capital value. 

Where full effect cannot be given to the deduction 
for wear and tear in any year, owing to there being 
no ])rofits or gains chargeable for that year, or to the 
profits or gains chargeable being less than the deduc- 
tion, the deduction (or the part tliereof to which effect 
I has not been given) is eanded forward and added to 
the wear and tear allowance of the following year, 

' and any unutilised balance carried forward to the 
year next following, and so on until the allowance 
is exhausted (iSchedule D, Cases I and II, Rule 6). 

Whei’c there is a change in OAvnership of a business, 
the successor cannot claim his -iircdecessor’s un- 
exhausted wear and tear allowances, except in the 
'case of a partnersJii]) Avhich falls to be treated as a 
continuance of the same business {see post). 

No deduction for wear and tear, or repayment on 
account of any such deduction, can be allowed in any 
year, if the deduction, when added to the deductions 
allowed on that account in any ])revious years to the 
person by whom the concern is carried on, will make 
the aggregate amount of the deductions exceed the 
actual cost to that person of the machinery or plant, 
including in that actual cost any expenditure in the 
nature of capital expenditure on the machinery or 
plant by way of renewal, improvement, or reinstate- 
.ment (Rule 6, Schedule D, Cases I and TI). In order 
to entitle a lessee to wear and tear allowance he must 
'not only be liable to maintain the equipment, but 
must also have incurred capital expenditure in 
acquiring it or improving it (Hjyhpe v. Slough Theatre 
Gn. (1933), 12 A.T.C. 228). 

In practice this difficulty is avoided by basing the 
allowance on the diminishing value of the plant ; 
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iia practice whicih received the approval of the Judges 
in the case of Peninsular da Oriental S. N. Co. v. 
Leslie ((1900), 79 L.T. 118). 

The books forming part of a solicitor’s law library 
are not plant and machinery within the meaning 
of the Rules governing wear and tear and obsoles- 
cence {Daphne v. Shaw, 11 T.C. 256). 

Where an application is -made to the ("iommissioners 
of Inland Revenue for the alteration of the amount 
of any deduction for wear and tear, the Commissioners, 
unless they are of opinion that the application is 
. frivolous or vexatious, shall refer the ease to the Board 
of Referees, and ttat Board shall, if they are satisfied 
that the application is made by or on behalf of any 
considerable number of ])ersons engaged in any class 
'of trade or business, take the application into their 
consideration, and determine the deduction to be 
allowed (Rule 6). 

In the case of a claim for wear and tear allowance 
in any yeer by a ])erson in res})ect of lands (including 
woodlands), the apjwopriate allowance shall be deemed 
to have been allowed for any previous year for which 
the profits were tisscsscd under Schedide B (§ 16 — 1925). 

A Schedule of Special Rates of allowances for wear 
and tear of plant and machinery, fixed by agreement 
with regal'd to certain trades, will be found in 
Appendix 11. 

A scale of allowances in respect of second-hand 
steamships is in force by whicli the depreciation 
on second-hand steamsliips purchased during the War 
or after the War, is to be arrived at by reference to 
the price actually paid, on the basis of the expecta- 
tion of life of the ship as at 6th April, 1918. The 
full Memorandum is printed in Appendix II. 
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' Illustration. 

The accounts of the Atlas Co., Ltd., as adjusted for the 
purposes of Income Tax assessment under Schedule D, showed the 
following results : — 

Years ended 31st December : 1930 — ^£220 ; 1931 — £990 ; 
1932— £1,140. 

Prior to the year of assessment 1929-30, the assessable profits 
had been in excess of the allowance for Wear and Tear. 

The written down value of the plant and machinery at 
'31st December, 1930, was taken for Income Tax purposes at 
£5,000.'' The rate of allowance was fixed by the Commissioners at 

ro^ 

During 1931 additions amounting to £300 were made to the 
Plant, and also during 1931 a machine which had cost £1,000 in 
192S was scrapped as obsolete, realising £40 on sale. This machine 
was replaced at a cost of £1,400 in 1932. 

Show what were the assessments under Schedule D for the 
years 1931-32, 1932-33 and 1933-34. 

Claims tor Wear and Tear and Ousolesoec^*e. 


Value 31st December, 193U 

, , 

£5,000 

Claim 1931-32 


250' 

Value 31st December, 1931 


4,750 

Additions, 1931 


300 

Less Machine Sold, available 

for 

5,050 

Obsolescence Claim when replaced. 


Written down value, 31st 

Dec. 


1931 {see behiv) 


857 

, ' Claim 1932-33 . . 

£210 

4,] 30!/ 

Add onc-tenth'" . 

21 


V __ 

Value 31st December, 1932 


231 

3,962 

Addition, 1932 


1,400 

Claim 1933-34 

£268 

5,362 

Add one-tenth . - 

27 


Value 3l8t December, 1933 


295 

£5,067 
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Computation of written down value 

OF Machine scrapped. 

Value, 31st December, 1928 


£1,000 


Claim 1929-30 


50 


Value, 3l8t December, 1929 


950 


Claim, 1930-31 


48 


Value, 3l8t December, 1930 


902 


Claim, 1931-32 


45 


Value, 31 st December, 1931 


£857 ‘ 


Computation of Obsolescenoe Claim 


Original Cost of Machine scrapped 

. . 

. . 

£1,000 

Deduct ■ Wear and 1'ear Allowed 



£ (50 + 48 + 45) 

. . 

143 


Proceeds of Sale 


40 

183 




Obsolescence Claim 


•• 

£81 

(Note. — Had the new machine cost less than £817, 

only the 

cost would have been allowed.) 




Assessments. 


Wear and Tear 
earned ard 

1931-32— Profits of 1930 

. . 

£220 


Leas Wear and Tear (part) 


220 

£30 

Assessment 

. . 

Nil. 


1932-33— Profits of 1931 


£990 


Less Wear and Tear — 




1932-33 

t23l 



Brought forward 

30 

201 


Assessment 


£729 


1933-34r-Profits of 1932 


£1,140 


Leas Obsolescence Claim . . 


817 




323 


Leas Wear and Tear, 1933-34 


295 


Assessment 


£28 
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Notes to Illustration. 

(1) In practice, where the plant sold or scrai)])ed cannot be traced 
in the computation, as i.s frc(|uently the case with plant with 
a long life. Inspectors may agree to allow the written down 
value of the Plant to rcniain in the computation, requiring (' 
only the Proceeds of Sale to be deducted. 

(2) There is no limit to the period during which unexhausted Wear 
f and Tear Allowances may be carried forward ; they can be 

so treated until utilised as deductions. On the other hand, 
/ it is not permissible to “ miss *’ a year {e.g., where the assess- 
able profit is so small that it would be absorbed by other 
allowances) , wherever there is an assessable profit the 
I Wear and Tear Allowance will be deducted, and only the 
unabsorbed balance earned forward (.s“cr C'hap VIJ, § 2, as 
' to losses) . 


§ 4. — ^Adjustment of Accounts for Income Tax. 

The preparation of accounts by a firm or limited 
com])any for Income Tax pur])oses requires eonsiderable 
care and knowledge of the rules and regulations pre- 
scribed by the various Income Tax Acts. It has 
already been explained in the section dealing with 
statutory income that Income Tax is payable, not on 
the profits as shown by the Profit and Loss Accounts, 
but on the statutory profit based on the ])rofits after 
these have been subjected to adjustments required 
,by law'. These adjustments are in many cases very 
material and considerably affect the figure upon which 
Income Tax is payable. 

There are two methods of arriving at the correct 
figure of profit for Income Tax purposes, as follows : — 

(1) By taking the net profits as shown by the 
Profit and Loss Accoiant, adding thereto the 
amounts charged in the Profit and Loss Account 
y [which are disallowed, and deducting those items 
of receipt upon which tax has already been paid 



138 


INCOME TAX. 


[Chap. IV. 


■ ' by way of deduction, or which are assessed to 
taxation under any other Case or Schedule, or 
which are not subject to tax. This is the 
method most usually adopted. In this work the 
adjustment is shown in debit and credit form, as 
it is found that students follow it more readily. 

(2) By taking the grass profits as shown by the 
l*rofit and Loss Account, and charging against 
them only those items wliich are allowed as 
proper expenses incun'cd in carrying on the 
business or trade, and crediting only those 
items of ree.ei])t which arc chargeable to tax 
as part of the business operations, but which 
have not already been subjected to taxation by 
deduction at the soiu’cc, find which are not 
taxable under any other Case or Schedule. 

The following is an Illustration oi the adjustment 
of the Pi’ofit and Loss Ae-e-ounts of a trader for Income 
'I'ax pur])oses, worked under both methods : — 

Illustration. 

The following is the Profit and Loss Account of Charles Clarke 
& Co., for the year 1932. Accounts for Income Tax purposes are 
Required showing the .Assessment for the fiscal year 1933-34. 


Dr For 

1*110 Fir AND 

tho Yoiir ondod 

[..OSS Account 

[ .31st D(U‘t‘niber, 

1932 

Cr 


' i 



1 £ 

To Rent 

40 

B> Gross Profit 

from Trading 


,, Salarie» 

300 

Account 


1,400 

,, Trade Expfiibes 

■■ 14.1 

, Discuiiut Re('ei\able 

84 

,, Had Debts 

08 


1 


DiHCOunt pnxnble 

l;12 




,, Income Tax 

31 




,, Partner's Siilarx 

100 




,, Bank Interest 

JO 




,, IntercHt on Cnpitul 

7.1 




Net Profit 

473 





£ 1,484 


£ 



My Sot Front 


iTS 
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Dt. Profit and Loss Adjustment Account for Jncome Tax. Cr 


To Balance, APsessablL Profit 


£ 

670 


By Net Profit as per above Account 
,, Income Tax 
„ Partner’s Salary 
,, Interest on Capital 


I 473 * 
31 
100 
75 


£670 


£670 


Assessment 103 1-34 .. £670 


Notes to Illustration. 

(1 ) Income Tax. — Income Tax cannot be allowed as a deduction for 
Income Tax purposes, being legally an appropriation of the 
profits and not a charge thereon The deduction of Income Tax 
IS specifically prohibited by the rules of Schedule D. 

(2) Pabtnee’s Salary — This is not allowed as a deduction, inas- 
much as it IS merely an adjustment of the rights of the partners 
as between themselves, and is regarded as an appropriation of 
profits. 

(3) Bank Interest — This item is allowed as an expense because it 
I is not ' ‘ Annual Interest. ’ ’ (it is an exception to the general rule 

that Income Tax on interest is collected at the source) The 
I banks must return such interest as part of their own profits. 


(4) Interest on Capital — This item is charged for two reasons — 

(а) To ascertain wdiat profit is made by the business after 
. charging a reasonable amount for the use of the capital 

employed therein ; and 

(б) To adjust the rights of the partners as between thomselves 
as regards capital. 

It will be seen from the above remarks that the item is 
really an appropriation of the profits and not a charge, and 
from an Income Tax point of view' is regarded in precisely the 
same light as partners’ salancs. 

The alternative though unusual method of w’orking the above 
Illustration is as follows : — 
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Dr I’ltoFrr Avn Loss Adjustment \ccount for Income Tax. Cr. 



■ £ 

* £ 

To Kent 

40 , Bv OroHS Profits 

. . 1,400 

„ Salaries 

. 3fl0 1 ,, Discount Receivable 

84 

Trade Expenses 

145 1 


,, Bad Debts 

«8 


.. Dhooimt Payable . 

152 


Bank Intercat 

10 


, Asaessable Profit 

671) , 



£ 1.484 

£ 1j484 


■ ■ 



Asaesnment 193.'l-34 

£679 


Note to Illustration, 

Of the two methods given for ascertaining the assessable profits 
for Income Tax /the first method is in tlie majority of cases preferable'' 
and is that invariably followed in practice. Instead of being 
set out in account form, the adjustment is more often made by 
addition and subtraction, thus — 


Net Profit pci Accounts 

£473 

Add Income Tax 

31 

Partner’s Salary 

100 

Interest on Capital 

75 

V Adjusted Profit 

£679 


It IS usual in praci ice when submitting accounts to Inspectors of 
Taxes to submit copies of the Profit and Loss Account as shown 
hy the books, and to adjust these in accordance with the first method, 
in this way the Inspector can see at a glance what adjustments 
(have been made. 


In the case of sole traders and partnerships, 
jwhere the auditors do not give :'a “ clean ” certificatet^ 
indicating that a complete audit has been made, 
the following form of certificate is usually required 
(to be completed and returned to the Inspector 
I of Taxes in support of the accounts : — 
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/ 

v/ 

Income Tax. 

Name of Concern 

Accounts for months ended 193. .. . 

( 1 ) Were all transactions relating to the business ( 1 ) 

correctly entered in the books of account 
produced to Messrs ? 

(2 ) Did any Reserves or Suspense Accounts exist (2 ) 

at that are not separ- 

ately shown on the face of the Balance 
Sheet supplied to the Inspector of Taxes ? 

If so, please give particulars. 

(3) Are the amounts shown as Purchases in the (3) 
accounts sujiplied to the Inspector of Taxes 
restricted to the cost of go(Kls (a) sold and 
iuelinh‘d in Sales iii the Trading Account 

or (h) forming part of the Stock of which 
the value is shown in the Balance Sheet ^ 

(4) (a) Was the whole of the Stock-in-Trade of (4) (a) 
the business ( \\ lierever situated ) on . . 

shown m the Stock Sheets 

produced to Messrs ^ 

(6) On what basis precisely was this Stock (6) 

valued ^ 

(c) Was this basis the same as that hitherto (c) 

adopted ’ 

(d) What was the full value of the Stock (d) 

on the basis stated above ’ 

(c) Please state particulars of any deduc- (c) 

tioiis that have been made from the full 
value of the Stock in arriving at the value 
shown in the Balance Sheet supplied to the 
Inspector of Taxes. 

I hereby certify that the above statements are true to the best 


of my knowledge and belief. 

(To be signt'd by the Projinetof 
or by the Precedent Acting* 

Partner in a firm, or by the Sec- Sy/natu? e. 

retary of a Limited Company T) 

No. 81. Date 


In the case of sole traders in particular, it is some- 
times found that items not charged in the accounts 
)are p ermis sible deductions, e.g., renewals may have 
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been capitalised. An adjustment must be made. 
Tn the case of companies, it is not unusual to find in 
preliminary expenses some items which would be 
I allowed, e.gr., the cost of books of account, etc. 

The following is all Illustration of the adjustment 
of the Pi*ofit and Loss Accounts of a IJinited Company 
for Jncome Tax ])ur]joses. 

Illustration. 

Th(* foilovAiiig IS the Profit and Loss Ac-coiirit of the Wholesale 
Tradin" Co., Ltd., for the year A coinpiitatioii for Income 

Tax purposes is required, showing the Assessment for the fiscal 
year 103.3-34. The Claim for Wear and Tear is admitted at £250, 
'Kenewals of Furniture for th(‘ year are £27, and have been 
capitalised 

Dr PiionT AND IjOsh a cron NT (Jr. 


To Trade Expen'^es 
Annuity 

,, DiMireciation of I’lant 
i. ,, ,, Fiiruituru 

Ileiil 

„ In ('(line 'I'lix 

,, Los'S on Sale of liiM'^tiiierits 
,, Loss by Ember /.lenient 
,, Debenture Inteiest 
,, Directors’ Fees 
,, Income Tax on Director'*’ Fees 




£ 

2. 2,50 ! 

By Gross Profit 

4,000 

200 

Dividends received 

120 

300 ! 

(/esf tax) 


.51 • 

,, Bank Jiiterf'st. received (Gross) 

0.5 

.500 1 
1.140 
30 

, Hal.inee lauiiK Loss 

0,250 


400 ! 
5 000 ! 
r»0() I 
LUO , 


£10,471 


£10,471 


Ur I’jtoi-iT AM) Lds.s \u.iustmi':nt A(’e()lT^Ts I'OU Jn('omi'; 'Fax (V 


To Loss as per A( counts 
,, Dividends Ueeeixed 
V,, Bank Interest lle(ei\ed 
„ Renewals ot Furniture 
,, Balance, beinR Assessable 
Profits 


6,2.50 ' 

B> Annul t\ 

200 

, 120 

Dopred.itiun ol I’laiit 

300 

05 1 

, ,, Fiiriutiirc 

51 

27 ■ 

Ineujiu* Tax 

1.140 


Loss nil J iivcstinents 

30 

I 229 . 

Debenture Interest 

5,000 

1 £6,72 1_ 


£6,m 


Pioiitb, 1032 £220 

LeRh CLiiin lor Wear and 
Tear, 1033-34 250' 

Assessment 1033-34 Nil ^ 


Assossmeut 10^3-34, Case III,' 
Schedule D ... £95 


Wear and Tear carried foiward 
to 1034-35 




Note — (^As will be seen later — Chap. VI, § 6 — ^an assessment 
will be raisecTunder Buie 21, General Rules, on the amount of the 
/.jdebenture interest paid in 1933-34"' in so far as it is not covered by 
.income taxed at source or under other Schedules or Cases.) 



SCHEDULE D. 


143 


Notes to Illustration. 

(1) Annuity. — ^As an annual charge payable out of profits, tax 
must be deducted at the time of payment. The annuity 
is therefore not allowed as a deduction. 

(2) R<bnkw\l.s of Fukniture. — ^T hcse are allowed (provided no 

: wear and tear allowance has been granted thereon), but the 

depreciation on furniture must be written back. 

(3) Loss ON S4LK OF INVESTMENTS.— This is regarded as a loss of 
capital, and therefore cannot be charged. If it is a speculation 
it is looked upon as a casual loss wholly unconnected with the 
trade pr business. 

(4) Loss BY Embezzlement. — This was at one time disallowed, on 
the ground that it was not a loss wholly and (‘xclusively in- 
curr(*d for the purpose of trade, etc , but. it is now recognised 
as being a proper deduction, being /k risk incidental totrad^*'^ 
although a loss due to defalcations by a managing direoto/ 
would not be allowed (Curtis v. Oldfield (1925), 9 T.C. 319). 

(5) Debentuue Interest. — Income Tax should be deducted from 
the interest on debentures when paying it, and therefore 
the company must duly account for the amount deducted 
by keeping the interest m charge. 

(ti) Dir E( Tons' Fees. — ^These are assessed under Schedule E 
Normally, the directors are assessed personally, but in cases 
where the company pays Income Tax on the fees, such payment 
of lax is an addition to the fees (see Chap. XI, § 9 ). The 
combined amount of the fees and the Income Tax thereon 
is therefore allowed as a charge in the company's accounts. 
The same riunark applies to the directors' percentage of profits. 

(7) Diviuend^) received less Tax. — As tax has already been paid 
in respect of the dividends, the company will wnte them back 
in their adjusted accounts for Income Tax purposes to prevent 
a double assessment. As only the net amount has been 
credited to the Profit and Loss Account, only the net j^mount 
must be written back. 

(8) Bank Interest Received Gross — As this is assessable 
under Case III, Schedule D, it is written back in the adjusted 
accounts. Where, however, such interest is ajspmmon credit 
in the accounts it is frequently agreed with the Inspector to 
leave it in charge iii the accounts in order to avoid the cumber- 
some adjustments necessitated by the numerous changes in 
the amount on deposit (see Chap. IV, § 6 (/)). If a trading, 
i receipt, then the interest can be assessed under either Coae-l 
IprCaseJIL 
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' 1 5. — ^Treatment of Rent under Schedule D. 

7n iJic official list of deductions allowed, it will be 
observed that, the rent of premises used solely for 
purposes of business, and not as a place of residence, 
can be charged as a ’business expense, Pi’ovision is 
also made whereby the annual value of such premises, 
laccording to the amount on which tax has been paid 
junder vSchcdule A, may be charged in Ikni of rent. 

It will thus be seen that the oct!U])ier of business 
premises has the option of cliarging either the actual 
rent paid, or the Net Schedule A assessment, which- 
ever is more advantageoxis to him. The reason for 
this option is, that as an official valuation has been 
placed upon the jw’emises, and tax on the value is 
payable under Schedule A, the occ\ipier is ejititled to 
charge that amount in his accounts to prevent a possible 
jdouble assessment on the whole, or a portion, of the 
inet annual value. 

Tax under Scliedukj A is usually collected in the 
first instance from the tenant, who recoups himself by 
deducting the amount so paid from the next succeeding 
quarter’s rent. As, however, the tenant cannot re- 
imburse himself to a greater extent than tax on the 
actual amount of the rent paid, he has to bear 
the tax on the difference between the Net Schedule A 
assessment and the icTit paid, where the former is 
greater than the latter) 

In the adjusted accounts for Income Tax, the 
tenant is not entitled to charge as a business expense 
any portion of the Schedule A tax which he has had 
to bear himself, but on the other hand he is allowed to 
charge the full Net Schedule A assessment, provided 
the rent paid, if any, is written back. The Inland 
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Revenue Authorities therefore receive Income Tax on 
the full Net Schedule A assessment of the premises, 
.^which is borne partly by the owner and partly by the 
I occupier. 


Illustration. 

The following is the Profit and Loss Account of George Barnes 
for the year ended 31st March, 1933. The trade premises are 
held on lease, at a rent of £160 per annum. A computation for 
income tax purposes is required, showing the assessment for the 
fiscal year 1933-34. The premises are assessed under Schedule A 
at £200 net. 


Dr 


Profit and Loss Account 
For iho year ended Slst Mai oh, 19.33 


Cr 


To Trade Expenses 
„ Salaries 
. „ Kent 

„ Income Tax, Sch D 
A ,, Income Tax, Sch A 
„ Bad Debts 
y „ Interest on Capital 
„ Net Profit 


£ 

155 
195 
160 
I 31 
10 
81 
50 
450 

£ 1.138 


By Gross Profit from Trading Account 


£ 

1,138 


By Net Profit 


£| 1,138 
. . £456 


Dr Profit and Loss Adjustment Account fob Income Tax. Cr 


To Schedule A Net Annual Value 
,, Assessable Profit 


. . I 200 I By Net Profit as per Accounts 
..I 607 I „ Kent . u *■ 

I Income Tax, Sch. D 

I ,, lucerne Tax, Sch. A 

! I ,, Interest on Capital 


I £707 


! £ 

I 456 
ICO 
I 31 

I 

I 50 
d~707 


Assessment 1033-34 . . 


Notes to Illustration. 

(1) Rent— Where the Net Schedule A assessment is charged in 
lieu of rent, the actual rent paid should be wntten back and 
(the Net Annual Value debited. This method is clearer than 
y ! merely debiting the difference between the two figures, as it 
i enables the Inspector to verify the Net Annual Value. 

K 
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i (2) Income Tax under Schedule A. — Income Tax is one and the 
same tax, whether it is collected under Schedules A, B, C, D 
or E. It is regarded as an appropriation of profits, and theie- 
fore cannot be charged. The above item represents the 
proportion of the tax, in respect of the premises, which the 
occupier is not able to recoup from the landlord. Tax at 
.")/- in the £ for paid during the year was on £200, 

amounting to £ 00 . The actual lent paid amounted to £1G0, 
and in consequence, the occupier could n()t deduct more than 
‘ “)/- in the £ on that amount, viz., £40. i The balance of £10 
represents the proportion of tax which he himself has borne,'' 

The excess of the Net Annual Value (£200) over the rent 
paid (£100), i.e., £40, measures the tenant’s beneficiJ oecupa- 
|tion of the premises,'' and that amount must be included as 
'part of his Statutory Total Income, against which he is entitled 
;to the appropriate personal and similar allowances. In 
arriving at the tax payable by him, he is, of course, credited 
with having paid the tax of £10 thereon. 

The transactions will show in the books of the business 
as follows : — 


Dr 


Rent Acc’ount. 


1B32 1 


£ 

s 

d !' 

10 . 3.3 

£ 

une24' I 

To Gash— Quaiter’^ Rent 

1 „ Cash— Rent 

40 

0 

0 

Mar 31 By P A L Account 

160 

iBp. 2» 

40 

0 

0 1 

' 

)ec 25 

1 „ CaBh— Rent 

40 

0 

0 , 



1033 

! 



'' 



ran. 22' 

1 „ Sch A tax rhargeable 
to Landlord 5/- in £ on 
£160 Rent paid 

40 

0 

0 






JLQIL 

..Q_ 



£160 


;’l 

■I 


Dr, 


ScHKDULE A— Tax Account 


C'r. 


1033. 
7an. 22 


To Cwh— 

Sch. A tax, oh m £ 
on £200 being Net 
AiBesBinent 


i £ s d i 1933 , ! £ s d 

Jnn 22 i By Rent Account — j 

Sch A tax chargeable ' 
to Landlord, 5/- in £ , 

I 50 0 0 , on £160 Rent, being 

Uess than Net Annual \ 

' I lvalue . . ' 40 0 0 

I ..PA L Account . . , 10 0 0 

I £50 0 0_ ! £50 0 0 


It has been assumed that, as is usual in practice, the tax was 
paid later than its due date. 
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Where a business occupies a number of leasehold 
' warehouses for the purposes of its trade, and closes 
down one of them for motives of economy, the lease 
frent of that warehcnise is still a proper deduction in 
the accoiints, being laid out exclusively for the ptirpose 
of trade {C.I.R. v. Falkirk Iron Co. (1933), 12 A.T.C. 
235). 

In the case of a business, c.f/., a bank, which owns 
the buildings in which the business is carried on, and 
poi’tions of the buildings are occupied as residences 
'■by managers and agents, the annual value of the 
, whole premises may be deducted in arriving at the 
.liability to assessment ( Ihus-sell v. Aberdeen Town and 
Countii Hank (1888), 2 T.C. .321 ). 

Where a firm owns business i)rcmise8, and 
uses them exclusively for business purposes, the 
Net Schedule A assessment may be debited to the 
Profit and Loss Account for Income Tax purposes. 
This obviates a double assessment, which would other- 
wise arise, since the firm would be i)aying as land- 
lords on the full assessment under Schedule A, and 
would also be paying tax under Schedule 1) on a 
correspondingly larger ])rofit than if the i)remises had 
^been rented. Tn the case ofj^MiLLs, factories'' and 
OTHER siJDLAR PREMISES situate within the United 
Kingdoid the gross'' instead of the net AnnuaIj V2i.lue 
is allowed (Rule 5, Cases 1 and II) ; if situate outside 
jthe United Kingdom a sum equal to one-sixth of 
■the annual value can be deducted if the occupier is 
|the owner (Finance Act, 1919, § 18). In the case 
f of premises abroad used for business purposes, the 
frent paid is an admissible deduction. Even if the 

K2 
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I rent is dependent on the amount of profits, it is allow- 
able {Union Cold Storage Go. v. Adamson (1931), 
lb T.r. 293). (But if the premises are owned, see § 2 
(/) .s-«pw.) 

Wliere a firm owniiig its business premises 
charges against the Profit and Loss Account a 
hypothetical amount in lieu of rent, based possibly 
on a percentage of the estimated value of the ])remises, 
that amount must be nTitten back and the Net 
Schedule A assessment cliarged in lieu thereof. 

It must be remembered that tlie Scdiedule A assess- 
ment exhausts the taxable capacity of the property 
in land and buildings,' and if the land or buildings are 
let at a profit rental, the difference between the rent 
receivable and the annual value is not chargeable to 
tax. Attempts are frequently made to assess such 
jiprofits, but these should be strongly resisted. 

I 

In Fry v. Salisbury House Estate ( ( 1 930), 99L. J.K.B., 
403), a company let out offices at rents in excess of 
the Net Annual Value of the ]>remiscs, and provided 
certain services, e.g., housekeeper, lift, etc. It was 
admitted that the profit deiived from the y wo vision 
of services was chargeable to tax under Schedule D 
^ a business, hut the House of Lords held that 
the ('profits from letting simidiriter' were covered 
^by the Schedule A assessments and no assessment 
j, could be raised on the excess of the rent received over 
jjthe Net Annual Value. If, however, premises are let 
furnished^the profit thereon is assessable under Case 
;yt. Schedule D, deductions being allowed for the 
j, expenses, including the Net Annual Value, aj)propriate 
,l;o the property so let., 
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Where only part of the premises is sublet, it 
becomes more difficult to make the appropriate adjust- 
ments, but the following rules should be followed ; — 

Eliminate the rent receivable from the Profit and 
Loss Account, at the same time eliminating the pro- 
portion, apidicable to the portion sublet, of the eliai'ges 
for rent or .annual value (whicliever is charged), and 
for any other expenses covered by the rent receivable, 
rates, lighting, etc. 

Illustration. 

The following la the Profit and Loss Account of M., who 
sublets oiio-fuiirth of his business jin'misos at a /rent including 
rates, lighting and lieatnig,*’’ The Net Annual \'aluc of the whole 
premises is £200. 


Profit and Loss Account 


Dr Foi tho Year 

<‘iulo(l Hist l)<*(onil)or, H)H2 

Cr 


£ i 

1 £ 

To Kent 

IHO By Gross Profit 

. ; 1,220 


UK) ,, Rent Receivable 

100 ' 

,, nightlnK and Heating 1 

1 00 1 


,, General Expenses l 



,, Mortgage Interest 

' ‘^0 1 


,, Rjipairs to Premises 

10 ' 


Depreciation 

M) 1 


„ Net Profit 

300 i 



1 £lj320 1 

' £1,320 





Dr Profit and Loss Ad.ii stment Account for Income Tax Cr 


To Rent Receivable 
„ Net Annual Value 

Lest Proportion appli- 
y cable to prenilbes 
sublet (i) 

AjlJusted Profit 


£ 

1 

£ 

lUO 

By Net Profit 

300 

£200 

„ Rent 

180 


„ Rates (i) 

25 


,, Lighting and Heating (i) 

15 

50 

,, Mortgage Interest ' 

20 

150 , 

,, Repairs (i) 

4 

344 j 

„ Depreciation 

50 

£594 , 


1 £594 

1 


Note to IllustraAon. 

Since only three-fourths of the Imsmess premises are used for 
the purpose of the business, only three-fourths of the Net Annual 
Value, rates, lighting and heating and repairs arc allowed as a 
'deduction in arriving at the business profits for assessment, and 
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the remaining quarter of such expense.s is therefore written back. 
It may be the fact that the repairs, etc., applicable to the premise's 
sub-let represent some other fraction of the whole ; if so, the 
amount in fact sjient on the sub-let premises must be written back. 
iThe whole of the rent received on the part sub-let is eliminated 
tfrom the profit, as tax under Schedule A has been paid on the Net 
Annual Value of the whole of the promises, and.'lho profit rental, is 
not assessable. 

Where the annual value of the portion sublet 
cannot be conveniently' ascertained, the rent receiv- 
able is left in charge, and the whole annual value, etc;., 
charged. This course niaj', in jiractice, bo adopted 
in all cases if the taxpayer .so elcet.s and consistently 
adheres to it. The formal adjustment, however, 
is often advisable. 

Where part of the premises is used for private pur- 
poses, e.g., wlieTe ‘he occupier lives over his shop, a fair 
proportion of tlie rent or annual value must be added 
back in respect of such part of the premises. This 
proportion is generally one-third, but the jirojiortion is 
adjusted to meet the facts ; e.g., one-third would 
obviously be excessive in the ease of an hotel. In 
such cases, due adjustment must also be made for a 
proportion of rates, insurance, lighting, heating, etc., 
applicable to the part privately occupied. 

§ 6. — Interest on Loans. 

It has been explained that in the case of annual 
interest on loans, the Income Tax is collected from 
the person paying the interest, who recoups liimself by 
deducting Income Tax at the appropriate rate from 
the interest, as and when he pays it. 

In arriving at the profits of a trade or business, 
annual interest is therefore not allowed as a deduction. 
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but it should be noted that if the profits and other 
income charged for the year (whether by deduction 
at source' or by direct assessment) are insufficient to 
•cover such interest, it is assessable apart from any 
qiiestion of profit or loss on trading. 

Interest other than annual interest, e.g., mterest on 
short loans from bankers and others, is payable 
without deduction of tax and is allowed as an expense,^' 
the assessment ])eing made u])on the recipient. Where 
*the recipient is non-resident and has no agent here, 
.no assessment is made. 

In the case, of ‘Farmer v. Scottish North American 
Trust, Ltd. ((1912), A.('. 118), it was decided by the 
House of Lords that the deduction of such interest on 
temporary loans was admissible, the interest paid being 
expenditure by means of which the company procured 
•.the use of the thing by which they made a ])rofit. 

In a later casc--TAc European Investment Trust Co. 
Ltd. V. Jackson ((1932), 11 A.T.(% 321) — it was held 
that interest on advances from an American compaixy 
to finance hii'c purchase transactions wiws in the 
nature of interest on fixed working capital, and, whether 
short or aimual interest, was expenditure in respect 
of capital and consequently was an inadmissible expense 
for purposes of Income Tax. 

(a) Dedvetion of Tax. 

Under Rule 19, General Rules applicable to all 
Schedules, it is provided tliat in res])ect of all annuities, 
yearly interest of money, or, other annual payments^ 

PAYABLE OUT (*F PROFITS OR (JAINS BROUGHT INTO 
CHARGE TO TAX, the pcrsoii liable to make such annual 
payment shall be assessed and charged to tax as if 
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ijno such payment was made, but is authorized to 
DEDUCT AND RETAIN TAX when making such payment. 
‘The recipient of the annual payment is bound to 
allow the deduction and to accept the net sum in 
satisfaction of the amount of the annual payment. 

The right to deduct tax on interest paid out of 
“ profits brought into charge to tax ” refers to 
[yearly interest only, although it does not matter 
' whether the actual payment is marie at more frequent 
• intervals than a year (Rule 19 (1)). The question of 
“ yearly interest ” has been the subject of a number 
of High Court decisions, and the legal position is well 
! summarised in The Crmtmuf^ioners of Inlmid Revenue 
V. Sir Duncan Hay, Bart. ((1924), 8 T.C. 636). Tn this 
.case unsecured advances whicli varied in amount liarl 
been in continuous existence for a number of years, 
the lenders being the respondent’s solicitors. There 
was no written agreement relating to the advances, 
and interest was charged annually at a rate which 
/fluctuated with the Bank Rate. It was held that the 
[ interest on the advances was “ yearly interest.” 

From a consideration of the opinions expressed in 
above case, the following propositions apjiear to be 
established : — > 

•'), (1) Interest payable in respect of .4hort loans^ls not 

' ^ yearly interest (Goslings and Sharpe v. Blahe (1889), 23 0 B.D. 
324). 

(2) In order that the interest payable may be held to 
be yearly interest in the sense of the Income Tax Acts, the 
lloan in respect of which interest is paid must have a measure 

• jof permanence. 

(3) The loan must be in the nature of an investment*^ 
(Oarston Overseers v. Carlisle (1915), 3 K.B. 381). 
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(4) The loan i^st not be one repayable on demand 

{Gateshead Corporation v. /iMt««dem’^(1914), 2 K.B. 883). • 

(5) If in point of fact the interest is payable yearly it 
Irmay still be yearly interest even though the rate may 

v^lJOnotuate from time to time. 

It will thus be seen that it is uot essential that the 
rate of interest should be fixed and that the chief 
element is the measure of permanence. Some difficulty 
may be encountered in ])racticeiu “borderline” eases, 
jbut it is at least certaui that if the loan or the de]) 08 it 
is made for a fixed i)eriod of not loss than one year, the 
linterest is “ yearly interest ” and tax is properly 
deductible. This is borne out by the general custom of 
banks only to deduct tax on def)osit interest in 
cases of fixed deposits, no deduction being made where 
the deposit is repayable on demand or at short noticey 

The only other statutory authority (outside the 
Rules of Schedule A), binder which tax can be dcdiicted 
from interest paid is found in Rule 21, (General Rules, 
All Schedules, as amended by § 26, Finance Act, 
1,927, under which any person ])aying any interest of 
money, annuity or other annttai., payment or patent 
royalty 'not 'PAYABLE or not wholly ])ayable out of 
iPROFITS OR GAINS BROUGHT INTO CHARGE TO TAX 
MUST DEDUCT TAX at the time of payment, and 
ACCOUNT FOR IT to the Inland Revenue. 

Any person who refuses to allow any deduction 
,of tax authorised by the Income Tax Acts is liable 
■to a penalty of £50. Every agreement for ])ayment 
of interest, rent, or other annual payment in 
full without allowing any such deduction is void 
(Rule. 23, General Rules, All Schedules) as regards 
that stipulation. An agreement to pay “ interest 
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(or rent) at such a rate (or of such an amount) as, 
after deducting tax at the rate or rates for the time 
/being in force, shall leave a clear annual rate (or 

amount) of ” does not contravene Rule 23, 

land is valid. 

The provisions of Rule 21 (as amended) are 
reproduced in view of their importance : — 

21. — (1) Upon payment of any interest of money, annuity, or 
other annual payment charged with tax under Schedule D, or of 
any royalty or other sum paid in iesj)C‘ct of the user of a patent, 
notlpayable, or not wholly payable, out of profits or gams brought 
into charge, the person by or through whom any such payment 
■is made shall deduct thereout a sum representing the amount of 
the tax thereon at the rate of tax in force at the time of the payment. 

(2 ) Where any such payment as aforesaid is made by or through 
any person, that person shall forthwith deliver to the Commissioners 
of Inland Revenue, for the use of the Special Commissioners, an 
account of the payment, or of so much thereof as is not made but 
lof profits or gams brought into charge, and of the tax deducted 
out of the ])aymont or out of that ])art thereof, and th(^ Special 
.Commissioners shall assess and charge the payment of which an 
account is so d(‘hvered on that jierson. 

(2\) The Special Commissioners may, where any person has 
made default in deliviTing an aecount required by this 
Rule, or wh('re they are not satisfied with tlic account so 
delivered, make an assessment aeconlmg to the best of their 
judgment, and if any person neglects or refuses to dcdiver an 
account so required, he shall forfeit the sum of one hundred 
pounds over and above the tax chargeable. 

(2b) All the provisions of the Tneome Tax Acts relating — 

(a) to persons who are to be chargeable witli Income Tax 
and to Income Tax assessments , 

(b) to apjieals against such assessments ; 

(r) to the collection and recovery of Income Tax ; 

(d) to cases to be stated for the o])imon of the High Court, 
shall, so far as they arc applicable, apply to the charge, assess- 
ment, collection and recovery of Income Tax under this Rule, 
and the Special Commissioners shall, for the purpose of an 
assessment under this Rule, have any powers of a surveyor, 
and, for the purpose of the representation of the Crown before 
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the Special Commisaioncra on any appeal under thia Rule, 
■any peison nominated in that behalf by the Commissioners 
of Inland Revenue shall have all such powers as a surveyor has 
at and upon the determination of an appeal. 

(3) The amount of annuities which an assurance company 
carrying on the business of granting annuities is entitled, for the 
purposes of this Rule, to tre.at as having been paid out of jirofits 
or gams brought into charge to tax, shall not exceed the amount 
of the taxed income of its annuity fund. 

Cojiyright royalties are not ehargod to tax by 
detlue.tion except wJiore tJie usual jilaco of abode 
of the owner of tJie cop^TigJit is not within tlie United 
Kingdom, when Itule 21' a])|)lies' (exi-ept in respect 
of co])ies of works expoidi'd for distribution outside 
the United Kingdom) (§25 ---1927). In such cases the 
agent paying the royalty is made liable for deducting 
the tax on the amount of tiie royalty as reduced by 
any agent’s commission (§ 18 — 1930). Since the tax 
in such cases is always collected under Rule 21, the 
cojtyright royalties are still deductible in the Pi’ofit 
and Loss Account of the publisher, even whci*c he is 
the agent for the purjioses of deduction and payment 
of the tax. 

It is of the utmost imjiortance that the reader should 
, a])]ireciate that by the expression “ ])rofits or gains 
j brought into charge to tax” is meant the statutory 
, income of the year, fte/ore'^dediicting annual charges, 
irrespective. ' *bf the amount of the actual profits. 
f/Thus, in Aporney-(jeneral v. Metropolitan Water 
[Board ((1927), 13 T.(!. 294), the Board were as.sess- 
able on the jirofits of the preceding year. For the 
year 1921-22 they made no pi’ofits, and had therefore 
no assessable profits for 1922-23. During 1922-23, 
however, they' received profits from various sources 
on which they suffered by deduction or otherwise 
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£8,027 tax. For 1922-23 their profits amounted 
to £2,481,085, which formed the basis of their assess- 
ment for 1923-24. -During 1922-23, the Board paid 
interest on debentures, stock, etc., amounting to 
£1,668,351, from which they deducted tax. 

The Board sought to retain the tax so deducted 
as coming under Rule 19, contending that it was 
payable oxit of jnofits brought into charge {viz., out 
of the £2,481,085 made in 1922-23). It was held 
that the Board was li{|.ble \inder Rule 21 to pay over 
the tax deducted, less the £8,027 suffered in 1922-23, 
since the profits brought into charge to tax were the 
statutory profits ris,. Nil, and not the actual profits 
made during the year of assessment. (It was as a 
result of this case that § 19, 1928," was enacted — 
•see Chap. VII, § 3.) 

C-'onversely, if a company in the year ended 
31st March, 1931, made a in-ofit of £200,000, but in the 
year ended 31st March, 1932, made a profit of only 
£40,000, its “ profits and gains brought into charge 
to tax ” for 1931-32 would be £200,000, i.e., the assess- 
ment under Scliedulc D, ('ase I, plus an> other 
statutory profits under other Cases or Schedules. 

One must not look for the fund of “ profits or gains 
brought into charge to tax ” within the meaning of 
Rule 19 (1) outside tJie year in which the interest 
was paid and the tax deducted. The profits or 
gains brought into cliarge to tax mean the profits 
or gains as assessed and taxed in the year of charge, 
;and' do not include any \niexhausted balance of profits 
or gains actually brought into charge to tax in previous 
years {Luipaard's Vlei Estate and Gold Mining Co. 
V. C.I.R. (1930), 99 L.J.K.B. 330). 
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Illustration. 

A.’s profits from his business, for the years ended 30th Sep- 
tember, 1930, 1931 and 1932, were respectively £5,000, £150 
and £4,000. His only other income was the Net Annual Value 
of his house, £100. 


Each year he paid £600 loan interest. 


Assessments : — 

1931-32. 

1932-33. 

1933-34. 

Case I, Schedule D 

£5,000 

£1.50 

£4,000 

Schedule A 

100 

100 

100 

Profits or gams brought into 




charge to tax 

£5,100 

£2.50 

£4,100 


1031-32 

1932-33 

1933-34. 

A. therefore deducts tax under 

Rule 19, General Rules, on 

£600 

£250 

.. £600 

but under Rule 21, General 

Rules, on . . 

. . 

. £3,)0 


.e., although he made an actual 

profit in 

1932 of 

£4,000, he 


had only £250 “ brought into charge to tax ” in that year, and must 
•account under Rule 21, General Rules, for the tax on the balance 
of the annual charge. If the loan mtf^rest were paid wholly and 
exclusively for the purposes of the business, it could be set- 
off against the 1933-34 assessment on the business under 
Case I, Schedule D, reducing it to £3,650 under § 19, 1928 
(sre Chap. VTT, § 3). 


(b) Treatment of Interest where the Payer makes a Profit. 

The following illustrations show the treatment of 
annual interest on loans wheie the payer makes a 
statutory profit. 

Illustration. 

A., who has no private income, submits the following 
Profit and Loss Account to his professional accountant, and requests 
him to prepare Adjusted Accounts for Income Tax, showing the 
amount upon which Income Tax is payable for 1933-34. The 
interest payable was constant each year 
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Profit and Loss Account 


Ih For 

tlio 

Year ended Slat Doroinbrr, 1932 

Vr 

To Re nt 

,, Otfict* F<\.pen*.cs 
,, Salaries 
,, Interest on Loan 

Net Profit 


£ 

120 By Gross Profit 

060 

276 

180 

1.564 

£ 

2,800 



12,800 

£2,800 

Dr Profit and 

L(ms 

Adjustmknt Account for Income Tax 

Cr 

To ABse8«.uble Profit 


£ 1 

1,744 ! By Net Profit 

,, Interest on Loan 

£ 

1,564 

180 



' £1,744 [ 

'i 

£1,74^ 


Assessment 103:)-34 


A. Will therefore pay tax on £1,744 in 19.33-34, but will recoup 
by deduction the tax on the interest he pays in that year (Rule 19). 
He will thus ultimately bear tax only on his net income after 
'deducting the interest, although he must account to the Revenue 
4or tax on the gross income before deducting the interest 

(c) Treatment of Interest where the Payer makes a Loss. 

The following Illustration shows tlie treatment of 
annual inteiest on loans where tlie payer makes a 
“ statutory ” loss. 

Illustration. 

X. & Co., traders, submit the following Profit and Loss Account 
to their professional accountant, and re(j[uest him to prepare 
Adjusted Accounts for Income Tax, showing the amount (if any) 
upon which Income Tax is payable for 1933-34. 

Profit and Loss Account 

Dr For tho Year oiidod 31st Docembor, 1932. C7r. 



£ 


£ 

To Rent 

120 , 

B> Gross Profit 

720 

„ Office Expenses 

bCO 1 

„ Net Loss 

516 

„ Salaries 

276 1 



„ Interest on Loan 

180 1 




£1,236 1 


£1,236 
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Dr Profit and Loss Adjustment Account for Income Tax Cr 

£ 

To Net Loss . .’>16 


' £.’>10 I 

I I _ 

The result is an adjusted loss, giving a nil ” assessment for 
1938-34, but nevertheless X. & Co. will be assessed bn the amount 
of the interest on loan p\id duuino thk year 1933-34 (uhieh will 
not necessarily be £180) in order to collect from them the tax 
which they deduct when paying the interest (Rule 21 (See 
Chap. VII, § 3 as to relief obtainable under § 19, 192S, against 
future assessments in respect of such interest. ) 


I By Interest Loan 
,, Adjust eu Loss . 


£ o 

ISO 

330 


£510 


(d) Where a Loss is converted into a Profit through 
writing back Interest on Loans. 

It may happen that a Profit and JjOSs Account 
shows a loss after oliarging interest on loan, whicli 
loss, however, is converted into a statutory ])rofit 
as soon as the interest on loan is ‘WTitten back. 

In such cases the statutory profit, based on the 
adjusted ])rofit for the jireceding year, may very 
possibly be less than the amount of the interest 
payable in the cuiTont year. 

Tax, however, will be levied at the standard rate 
on the amount of the interest. 

At first glance this would seem unjust, but it must 
be remembered that the payer has deducted tax from 
the interest, and must therefore duly account for the 
full amount thereof. 

Illustration. 

Profit and Loss Account 

Dr' For the Year ended Sl'^t December, 1932 Cr 


To Rent 

,, Office Expenses 
,, Salaries . 

,, Interest on Loan 


120 

060 

27b 

180 


£1.236 


By Gross Profit 
Net Loss 


i £ 

I 1,086 
; 150 



160 


INCOME TAX. 


[Chap. IV. 


Dr. Profit and Loss Adjustment Account fob Income Tax. Or. 


To Net Loss 
,, Adjiihttid Profit 


150 .1 By Interest on Loan 
30 


i180 


Assessment 1033-34 


; 

■ I 


£ 

180 


£180 


£30 


Note to Illustration. 

It will be seen that the loss as shown by the Profit and Loss 
Account is converted into a profit by writing back the interest on 
loan. The assessment for 1933-34 is, however, less than the 
amount of the interest payable in the current year (assuming the 
interest to remain constant from year to year), and therefore 
tax is levied on the £180 interest at the standard rate. If this 
were not done, it would result in the firm setting off a loss on 
trading against the profits of some other person, and retaining 
.tax for which they were accountable to the State. The assessment 
|is under Schedule D. Case I, on the £30 covered by Rule 19, the 
Itax on remaining £L50 being assessed under Rule 21. 

If any other statutory income were available, the £150 would, 
of course, be reduced thereby.* 

le) Where the Interest varies in Amount. 

A variation in the amount of the interest each year 
may have considerable effect on the taxpayer, owing 
(to the different methods of assessing business profits 
land interest. 

If tlie amount of interest goes up, the profits of the 
business are increased by the amount of the interest on 
loan paid in the juevious year. /The net statutory 
I income of the individual^ owning the business, for 
purposes of allowances and deductions is, however, 
[the statutory profit as ascertained above, less the 
interest on loan payable for the year of assessmentj 

It thus happens that by deducting from the statu- 
tory profits (which have been increased to the extent 
of the previous year’s interest) the interest for the 
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current year (which figure is ^eater in amount than 
that of the j)revious year), the taxpayer’s earned 
j income will be adversely affected.,. 

Illustration. 

Profit and Loss Account 


Dr For the Year ended Slut March, 1933 

Cr 

■ 

1 1 
£ 1 

1 

£ 

To Rent 

1220 

1 By GrosB Profit . . 

1,606 

,, OfRce Expense*. 

300 

,, 8alAne« 

210 

1 


,, Interest on Loan 

300 ' 



Profit j 

706 1 




£1,601^' 


£1,606 



Dr Profit and Loss Adjustment Account for Income Tax. 

Cr. 


£ 


£ 

To Asetsaable Profits 

1,006 

By Net Prolit 

706 


,, Interest on Loan 

SOO 

i 

£1,006 


£1,006. 

1 


Statutory Profit 1933-34 . £1,006 



Assuming X., the owner of the business, has no other Source 
<of income, the assessment will vary according to the amount of 
interest payable for the year of assessment 

Assuming the interest payable for the year to 5th April, 1934, 
is £400, then the assessment will be as follows : — 

Interest chargeable at standard rate . . £400 

Balance, being earned income (£1,006 — 

400) £606 

Less One-fifth . . . , 121 

485 

Whereas if the interest payable is only £100, the earned income 

would be £906, less One-fifth (£181) = net £725. 

Assuming X has dividend income (taxed at source) amounting 
to £250, and the interest payable to remain at £400, the Earned In- 
come Allowance will be as follows : — 

Earned Income .. .. -• -- £1,006 

Deduct : Excess of Annual Charge over 
unearned income (£400- 250) .. 150 

856 

Allowance, one-fifth . . - , . . 171 

L 
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(f) Interest received Gross. 

Interest on deposits, discounts oii Treasury Bills, 
interest received gross on Registered or Inscribed 3^% 
Wai’ tStock, and small dividends on other Government 
Securities received gross, are assessable under Case III 
of Schedule D on the basis outlined in Chaj). V, § 1, 
^provided the source of income has not- ceased prior 
to the year of assessment.’ 

- In the ordinary way, trade interest, interest on 
deposit, etc., is brought in for Income Tax ]:)ur])oses in 
the accounts of the business, but where any interest 
is separately assessed as above indicated, it must be 
excluded from the profits brought into assessment. 


§ 7. — Change in date to which Accounts are made 
up, etc. 

It has already been stated that the normal basis of 
assessment under C-ases I and II is the profits of the 
preceding year. By § 34, Finance Act, 1926, as 
amended by § 14, Finance Act, 1930, the rules for 
ascertaining the profits to be taken are as follows : — 

34. — (1 ) Where in the case of any trade, profession or vocation, 
or of the occupation of any land occupied solely or mainly for the 
'purposes of husbandry, or of the occupation of any woodlands, 
an account has or accounts have been made up to a date or dates 
[within the period of three years immediately preceding the year 
jof assessment — 

(a) if an account was made up to a date within the 
YEAR preceding THE YEAR OE ASSESSMENT, and that account 
was the cInly*' account made up to a date in that year, and 
, was FOR A PERIOD OF ONE YEAR, BEGINNING either at the 
V COMMENCEMENT OF THE TRADE, profession, vocation or occu- 
patixm, OR AT THE END OF THE PERIOD ON THE PROFITS Or 

. gains OF which the assessment for the last preceding 
year of assessment was to be computed, the profits or gains 
of the year ending on that date shall be taken to be the profits 
' or gains of the year preceding the year of assessment , 
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( 6 ) in any case to which the provisions of paragraph (a) 
do not apply the Commissioners of Inland Revenue sh 9 .Il 
decide what period of twelve months ending on a. date within 
the year preeeding the year of assessment shall be deemed 
to be the year the profits or gains of which are to be taken 
to be the profits or gains of the jx^ar preceding the year of 
assessment. 


(2) Where the Commissioners of Inland Revenue have given 
a decision under paragraph (b) of the preceding subsection and it 
appears to them that in consequence thereof the tax for the last 
PRiccEDixo YEAR or ASSESSMENT (nol h(‘ing a year prior to the year 
' 1927-28) in Tcs|)ect of the profits or gains from the same source 
should be/^(’OMprTED on the profits or gams of a corresponding 
TBRiOD^’ they may give dnections to that effe(*t and an assessment 
or additional assessment or repayment of tax shall be made 
accordingly. 


(3) An appeal shall lie against any assessment or additional 
assess m (‘Tit or in respect of any repayment of tax under subsection 
( 2 ) of this section, and any such appeal sliall be made to the General 
or Special C\)mmissioners who shall consider the circumstances 
I and grant sucii rcjlief, if any, as is just,' and th(‘ir determination 
shall be final and conclusive, subject to the provisions of the Income 
Tax Acts relating to the statement of a case for the opinion of the 
High Couit 


(4) In the case of the death of a person who, if he had not 
died, would, under the provisions of this section, have become 
chargeable to Income Tax for any year, the tax which would have 
been so chargeable shall be assessed and charged upon his executors 
07 administrators and shall be a debt due from and payable out 
of his estate. 


To facilitate the above, § 35, Finance Act, 1926, 
provides : 

35 --(1) Where 111 the case of any profits or gains chargeable 
under Case 1, Case II, Rule 4 of Case 111 or Case VI of Schedule D 
it is necessary, in order to arrive at the profits or gains or losses 
of any year of assessment or other period, to divide and apportion 
to specific periods the profits 01 gams or losses for any period for 
which the accoimts have been made up, or to aggregate any 
, such profits or gams or losses or any apportioned parts thereof, 
I it shall be lawful to make such a division ''and apportionment or 
, aggregation f 
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Provided that nothing in this section shall be construed as 
.limiting the power of the General Commissioners with respect 
(to the adjustment of an assessment under Rule 9 of the Rules 
applicable to Cases I and IJ of Schedule D. 

(2) Any apportionment under this section shall be made in 
■/proportion to the number of months or fractions of months in the 
respective periixls 

In practice, fractions of months are usually ignored 
unless their inclusion would make an appreciable 
difference to the amounts involved. 

Tlie following illustrations show the application 
of the above rules. It must be added that in cases 
where the Board of Inland Kevenue are called upon 
/to exercise their powers under § 34 (1) (2>), Finance 
Act, 1926, they usually sele(*.t the period of twelve 
months ending on that date in the preceding year to 
which the taxpayer states he intends to make his 
date for making up his accounts in future, unless 
that date would give a ridiculous result., 

Illustrations. 

(1) A. commenced business on l.st February, 1929, making 
up his first accounts to 31st January, 1930. These accounts satisfy 
§ 34 (1) (aj — 1926, and form the basis pf assessment for 1930-31. 
Similarly, the accounts for the year ended 31st January, 1931, 
satisfy the section and foim the basi.s for 1931-32. 

(2) R. Ltd. had m the past made up their accounts to 30th 
June. In 1930, they decided to amend the date to 31st December. 
Their profits were as follows — 

Year ended 30th June, 1928 .. £12,000 . ' 

„ „ „ „ 1929 .. £16,000 ' 

„ „ „ 1930 . . £9,000 ' 

Six months ended 31st Dec., 1930 . . £7,000 

Year ended 31st December, 1931 . . £15,000 
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Assessments. 

1929- 30 Preceding year’s profits, i.e., to 30th June, 1928 

1930- 31 „ .. 1929 

1931- 32 Since more than one account ends in the pre- 

• ceding year, the Commissioners of Inland 

Revenue must decide what period shall be 
taken as the basis. They would usually 

decide to take the twelve months ending 

31st Decicmber, 1930, since 31.st December is to 
be the accounting date in future, i.e , 

;\ths of £0,000 -h £7,000 = 

In that case, they may amend the 1930-31 
assessment on a corresponding basis, i.e., 
V'.ths of £10,000 ;’.ths of £9,000 
On the other hand, the Commissioners may 
select the twelve months to 30th tlunc, 1930, 
'£9,000, in which case no adjustment of the 
' 1930-31 assessment can be made. 

(The basis oftcMi adopted, however, is the 
average toi two yearn of tlu* perKsl of eighteen 
months : — 

18 months to 31st Dec., 1930 .. £10,000 

• 24 months £10,000 x = £21,333 

1931-32 Year to 3lst Dee , 1930 . . £11,500 

■ 1930-31 £21,333- £11,500 = £9,833 

Although tliere is no mentiou of “ averaging 
in the Acts, §34 (2), Finance Act, 1920, gives 
•’the (’ommissioncrs of Inland Revenue jiower to 
■ name a “ corresponding' piTiod,'* but under 
§ 34 (3), Finance Act, 1920, an appeal lies 
against tlunr decision, and the General Com- 
missioners or the Sjiecial (’omnussioners arc 
empowcreil to give ‘*sueh relief as is just” 
In ceitam cases a “ corresponding piTuxl ” of 
112 months would give very inecjuilable results, 
/.and the average basis is sometimes adopted as 
[being “just” if the General or Special Coin- 
'missioners do not object). 


£ 12,000 

£10,000 

£ 11,500 

£12,S00‘' 
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1932-33 If in 1931 32 the Commissioners selected 31st 
December, 1930, as the relevant date, then the 
accounts for the year to 31st December, 1931, 
satisfy § 34 (1) (a) and form the basis of 
' assessment . . . . . . . . £15,000 

But if in 1931-32 the Commissioners selected * 
the accounts to 30th June, 1930, then the 1931 
account does not begin “ at the end of the 
period on the profits or gains of which the 
assessment for the last preceding year of assess- 
I ment was to be computed,’* and the Com- 
' missioners must select the relevant period. 

Note. — ^The Commissioners would rarely adopt a date other 
than an accounting date. 

(3) S. Ltd., made up accounts to 28th February until 1931, 
when 30th April was chosen as the date for future accounts. 

The adjusted profits were as follows : — 

Year ended 28th February, 1929 £6,000 

1930 £9,000 

Fourteen months ended 30th April, 1931 £7,000 

Year ended 30th April, 1932 £8,400 

As.sessments 

1929- 30 Accounts for year to 2Hth February, 1929 

1930- 31 ,, ,, ,, ,, ,, ,, 1930 

1931- 32 Profits for such twelve months tn a date in the 

preceding year as the Commissioners of Inland 
' Revenue may decide. Probably twelve months 
to 28th February, 1931, «.e., 

{ jths of £7,000 

in which case no adjustment of the 1930-31 
assessment is relevant. They would be unlikely 
to take 5th April, 1931 as the appropriate date. 

1932- 33 Profits for such twelve months to a date in the 

f 

! preceding year as the Commissioners may 
. decide. They might elect to take twelve 
months to 28th February, 1932, or, more 


£6,000 

£9,000 


£6,000 
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probably in this case, twelve months to 5th 
April, 1932, i.e. (ignoring fractions' of months) 

i\th of £7,000 + { Iths of £8,400 = £8,200 

Either choice would mean that for 1933-34 the 
^Commissioners would have the right to choose 
, their basis again. 

Note.— There seems little doubt that the 
1 Commissioners can take into account a portion 
'' ' of profits for a year ending later than the end of 
the year of assessment. 

1933-34 Year ended 30t.h April, 1932, would probably 

now be chosen . . . . . . £8,400 

§8. — New Businesses. ' 

111 res])oct of the early years of a business, special 
rules are iirovided for arriving at the assessments, 
^and for allowing a measure of relief* in cases where 
the jirofits of tJiediccond and third years of assessment 
fall sliort of the assessments on the statutory bases. 

In tlie year of assessment in wJiicli tlie business is 
set u]) ' and commenced^ the computation is made 
according to the I’ules applicable to Case VI (Rule 
1 (2), erases I and 11), (i.e., either on the full amount 
■ of the profits or gains arising in the year of assessment, 
jOr according to an average of such a iieriod, not being 
a period greater than one year, as tlie case may require, 
and as may be directed by the Commissioners (Rule 2, 
Case VI aiul § 29 (2)— 1926)). 

[' In the year of assessment next following (i.e., the 
isecoiid year of assessment) the, computation is made 
{on the profits or gains for one year from the period / 
,iof the first scctuig up of the business (Rule 2, Cases I 
and II, and § 36 (1) and Fourtli Schedule — 1926). 

If the first account is for less than a year, then a 
. due portion of the second account must be taken in 
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^^‘brder to build up the profits of 12 months from the 
date of commencement {Manson v. Perry's {Ealing) 
Ltd. (1931), 16 T.C. 60). 

Relief in the second and third years of assessment 
_ lis provided by § 15 — 1930, viz. ; — 

15. — (1) In this section the expression “charged” means 
charged to Income Tax in respect of the profits or gams of a trade; 
profession or vocation, and the expressions “ the second year of 
assessment ” and “ the third year of assessment ” in relation to 
the charge of Income Tax in respect of the profits or gains of any 
trade, profession or vocation mean respectively the year next 
after and the year next but one after the year of assessment in which 
that trade, profession or vocation was set up or commenced. 

(2) The person charged or liable to be charged shall bo entitled, 
)/bN OlVINO NOTICE IN WKITINO TO THE INSPECTOR OF TAXES WITHIN 

TWO YEARS AETER THE END OF THE SECOND YEAR OF ASSESSMENT 
TO REQUIRE THAT TAX SHALL BE (TlARdED FOR JM)TI1 THE SECOND 
'•YEAR OF ASSESSMENT AND THE THIRD YEAR OF ASSESSMENT (}mt 
ifiot for one or other onhj of thofie uvms) on the amount of the profits 
Ipr gains of each such 'v'oar respectively 

Provided that he may by notice in writini; civen to the 
inspector within twiilne months after the end of the third 

YEAR OF ASSESSMENT REVOKE THE NOTK’K and 111 SUcll CasO tdX 
shall be charged for both the second year of assessment and the 
third year of assessment as if the first notic(‘ had never lieen given. 

(3) If at any time during the second or third year of assess- 
ment, any such change as is mentioned in paragraph (1) of Rule II 
of the Rules applicable to Cases I and II of Schedule D [?.e , where 
|there is a change in the membership of a partnership — see, p. 172], 
occurs in the persons engaged in the trade, profession, or vocation, 
a notice for the purposes of the last prcct'ding subsection or of the 
provisd thereto, must, if given after the occurrence of the change — 

(а) in the case of a notice given within tw'clve months 
after the end of the second year of assessment, be signed by 
each of the persons w ho were engagc'd in the trade, profession, 
or vocation, at any time between the commencement of the 
jsecond year of assessment and the giving of the notice, or, 
jin the case of a deceased person, by his legal representatives ; 
and 

(б) in the case of a notice given after the end of the third 
year of assessment, be signed by each of the persons who were 
engaged in the trade, profession, or vocation, at any time 
during the second or third year of assessment, or, in the case 
of a deceased person, by his legal representatives. 
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(4) In the case of the death of a person who, if he had not 
died, would, under the provisions of this section have become 
chargeable to Income Tax for any year, the tax which "would 
[have been so chargeable shall be assessed and charged upon his 

/ executors or administrators and shall bo a debt due from and 
■payable out of his estate 

(5) There shall be mad^ such additional assessments, reductions 
of assessments or repayments of tax as may in any case be r(*quired 
in order to give effect to the foregoing jirovisions of this section. 

(6) '^his section shall apply in relation to trades, professions 
•or vocations set up or coniraenced in the year 1928-29 or any 
^subsequent year of assessment 

Provided that in the case of a trade, prof(‘ssion or vocation 
set up or commenced in the year 1 928-29 the person charged may, 
inst(‘a(l of giving notice under subseclion (2) of this section give 
notice under proviso (a) to subsection (1 ) of section twenty-nine 
of the Finance Act, 1920 and shall, if he so gives notice, be 
entitled to he charged uiuler the said proviso for the year 1929-30 


Illustrations. ,<• 

(1) M. coininenced business on 1st January, 1929 His 
accounts for the first three years, made up to 31st December, 
showed the tollow'ing profits. — 1929, £1,200, 1930, £2,400; 
1931, £3,200. 

His assessments w'ould therefore he as follow's — 1928-29 
VUhs of £1,200'" = £300 ; 1929-30, £1,200 ; 1930-31, £1,200 ;'^ 
1931-32, £2,400 , 1932-33, £3,200. 

The 1928-29 assessment is on the actual profits from 1st 
January, 1929, to 5th April, 1929 (ignoring the fraction of a month i 
as w'ould normally be done in practice). 

The 1929-30 assessment is on the piofits of one year from the 
commencement, i.e., the 1929 profits 

Thereafter, the assessments are based upon the profits of the 
preceding year in every case. ^ 

(2) N. commenced busiiu’ss on 1st January, 1929, his profits 
for the years ended 31st December, being — 1929, £2,400, 1930, 
£3,000 ; 1931, £100. His assessments would be as follows — 


Year of 
Assessment 


OriRinal 

A88e«i!<incnt 


Assessment as 
amended under 5,1 'i — 1930, 




l()28-'29 ' j'l of £2,40U — £GU0 : (not applicable ) 

1929-.^0 I ' £2.4U0 \ of £2,400 -H c. ot £3,000 >« £2.650 

1030- 31 £2,400 .“s of £3,000 -H of £100 — £2,275' 

1031- 32 I £3,000 ^ (not applicable ) 
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In this case, the result of the adjustment under § 16 — 1930 
would be to increase the assessments for the two years 1929-30 
Jand 1930-31 by £25 in all, and a claim would not be preferred. 

(3) T. Ltd. commenced business on 1st June, 1929. His 
profits were as follows : — 

Seven months ended 31st December, 1929 . . £700 

Year ended 31st December, 1930 . . . . £2,400 

,, „ ,. 1931 .. £1,800 

1932 . . . . £960 


Assessments. 

1929- 30 'Either £700 -f- ,>,ths of £2,400 = 

or 'J’ths of £700‘ = 

as decided upon by the assessing Commissioners 
I under Rule 2, (/ase VI The former is the usual 
method. 

1930- 31 On the profits of twelve months from the pcnod 

of commencement, i.e., 

^ £700 4- ;\ths of £2,400 = £1,700 

1931- 32 Since the accounts for the year ended 31st 

Dccemibcr, 1930, began neither at the date when 
the business commenced nor at the date to which 
was taken the period on which the 1930-31 
assessment was based, the Commissioners of 
.Inland Revenue must choose the basic twelve 
, ^ ! months {see Chap. IV, § 7 ) They would 

formally take the 1930 accounts = £2,400 

/At any time before 6th April, 1933, the taxpayer may elect 
to be assessed upon the actual profits of 1930-31 and 1931-32, as 
follows • — 

1930- 31 ;Uhs of £2,400 + ,:.ths of £1,800 = £2,250. 

1931- 32 ;’.ths of £1,800 h ,\ths of £960 = £1,590. 
resulting in a saving of the tax on £(1,700 + 2,400) — £(2,250 + 
1,590) = £260. 

Note. — In deciding whether or not to claim an adjustment 
(,.to “actual,** not only the amount of the assessments, but the 
rates of tax should be taken into consideration. 


£1,300 

£1,000 
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Where a barrister is appointed a King’s Counsel, 
his profession is unchanged and is not to be treated 
as if he had discontinued one profes.sion and con- 
menced a new one {Seldon v. Groom- Johnson and 
V. Thmms (1932), 16 T.C. 740). 


§ 9. — ^Discontinuance of Business. 

Upon the discontinuance of a l)usine.KS, tJie assess- 
ment is adjusted to the actual ])rofits of that yeai’ of 
assessment, i.e., from tlic 6th April to tlie date of 
■ discontinuance. Thus, while the tax]jayer is enabled 
to claim a reduction of tJie a8.scssment where tlic actual 
I)rofit is lower than tlie statutory income, in tlic same 
way the Revenue Authorities have the ])ower to 
increase the assessment if the aiitual profits art' higher 
than those of the previous year. Further, tJie assess- 
ment for the yeai' before the year of dis(!ontinuance 
(i.e., the penultimate year) may be intTcased to the 
actual profits of that year where such ])rofits are 
greater than the assessment based on the "jirofits of 
the previous year, but thei’c is no corresponding 
right to the tax] layer to have the assessment reduced 
where the actual jirofits are lower tlian tJie assessment 
(§ 31 — 1926). By the profits of tlie ])t'.nultimate 
!year is meant the apportioned jirofits from 6th Ajiril 
/to 5th April {Manson v. Wasley (1931), 16 T.C. 654). 


Illustrations. 


( 1 ) X. discontinued businc.ss in the 30tli .Soptemiier, 193.3. 
His adjuateJ profits were as follows • — 


"Year ended 3lst DecemlxT, 1930 

,, 1931 

>> "t ” ” 1932 

Period ended 30th September, 1933 


. . £800 
. . £ 1,000 
. . £000 
. . £400 
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Assessments. 

19;} 1-32 Preceding year’s profits £800 

1932- 33 do. , £1,000 

1933- 34 Actual profits :;ths of £400 £267 

Since the profits for the penultimate year are less than the 

‘assessment for 1932-33, there is no adjustment of the 1932-33 
{assessment 

(2) K. Ltd , discontinued business on 1st February, 1933. 
Its profits were as folloA\s * — 



Year ended 30th September, 1929 

. . £1,700 



do 19:^0 

. . £1,200 



do. 1931 

. . £1,800 



do. 1932 

. . £900 



Period ended 1st February, 1933 

.. £100 



Assessments. 



1930-31 

Prcec'diug year s profits . . 


£1,700 

1931-32 

do. 

. . 

£1 .200 

1932-33 

Aetual profits /jtha of £900 -f £100 

= 

£550 


An additional assessment of £ir)0 is then raised to bring the 
assessment for 1931-32 u]) to the actual pri»fit of the penultimate 
yeir, i c , the year ended r.th April, 1932, rir., /'jths of £1,800 
-1 /'.ths of £900 -- £1,350 

If, after tlie dissoluticm of a partiiorshij), the offices 
are ke))t open for the jeceipt and payment of accounts 
and carrying on I existing contracts, the firm is assess- 
able after dissolution if it is in fact tradiny, /.e., the 
rounding off of transactions, even in the total absence of 
buying and selling, may be trading {Hillerns d' Fowler 
»v. Murray (1932), 17 TX\ 77). 

§ 10. — Change in Ownership of a Business. 

The rules for fletoi’iiiiniiig the assessments where 
there is a change in tlie ])ro])rietorship of a business 
• are eontained in Rule 11, Cases 1 and II, Schedule D, 
;as amended by § 32, Finance Act, 1926, and § 16, 
Finance Act, 1930, viz. : — 
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I 

11. — (1) If at any tinio after the fifth day of April, nineteen 
hundred and twenty-eight, a change occurs in a paitneiship gf 
X)ersons engaged in any trade, profession or vocation, by reason of 
retirement or death, or the dissolution of the jiartnership as to 
one or more of the partnem, or the admission of a new partner^ 
111 sueh circumstances that onr or more of the persons v'ho until 
that time irere engaged in th*' trade, ]>rofesaioii or voeation continue, 
to be engaged therein, or a ])erson who until that time was engaged 
111 any trade, profession or vocation on his own aeeount continues 
to be engaged in it, but as a partm^r in a partnership, the tax 
PAYABLE by the person or jiersoiis who carry on the trade, profession 
/or vocation after that time shall, notwithstanding tlu' change, 

’ he computed according to the 2^'cofits or gams of the trade, ])rofession 
.or voeation during the period prescribed by the Income Tax .* 

Provided tliat, where all the persons who were enoaoed 
IN THE TRADE, prof(‘ssion or vocation both immediately before and 
immediately after the change re(juire, by notkh sioned by all of 
them, or, in the case of a deceased pcTson. by his legal repn\senta- 
tives, and s(‘iit to the msxiector of taxes(\viTHiN tweiah months 
Rafter the chancje took x)laceyTHAT the tax iiayable for all years 
of assessment shall be computed as if the trade, profession 
or vocation had been discontinued at the date of tlie change, 
AND A NEW TP XDE, profession or voeation liad been then set up or 
COMMENCED, and that the tax so computed for any year shall be 
charged on and paid by such of them as would have been charged 
if sueh discontinuance and setting uxi or eoramen cement had 
'actually taken jilace, the tax shall be computed, charged, collected 
and jiaid accordingly 

(2) If at any time after the said fifth day of April any person 
succeeds to any trade, |)rofession or vocation which until that time 
was carried on by another jierson and the case is not one to w hich 
paragraph (1) of this Rule applies, the tax payable for all years of 
assessment by the person succeeding as aforesaid shall he computed 
as if he had get up or commenced the trade, ])rf)fession or vocation 
at that tune, and the lax payable for all years of assessment by the 
fcerson who until that time earned ou th(i trade, xirofession or 
}| vocation shall be computed as if it had then been (liscontinued. 

In this paragraph references to a person include references 
to a partnership. 

(3) In the cf.se of the death of a person who, if he had not died, 
would under the provisions of this Rule, have become chargeable 
to Income Tax for any year, the tax which would have been so 
|chargeable shall he assessed and charged uxion his executors or 
.administrators, and shall be a debt due from and jiayable out of 
Ibis estate 
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Wherever, therefore, there is a succession to .a. 
business, the assessments are made as for a business 
j<iiseontinued and a new business staitied on the 
date of the succession, ,bxee])t in the ease where there is 
at least one person continuing as owner or part owner 
(i.e., where there is a change in a partnership^ or a 
partner is admitted by a sole trader^, in which case the 
assessments continue on the preceding year basis 
unless all jiersons engaged in the bxisiness, both before 
;|and after the succession, give notice that they want 
Ito be assessed as if there had been a discontinuance 
land recommencement. 

In those cases where the j)rece(ling year basis does 
continue, Kule 9, C'ases 1 and II, Schedule D, provides 
that Avithiii four montlis from 5th A])ril following the 
change, the Ins])ector must certify to the General 
(‘ommissioners the ])ait.iculars of the change, and the 
('ommissi oners must then notify the respective persons 
of a meeting of the Commissioners to consider the 
Ins])ector’s ceitificate. After examination of the 
persons (if they attend) or on other satisfactory 
j)roof of the facts, the Commissioners must adjust 
Uhe assessment by chai’ging the successor (s) with a 
jtfair proportion thereof from the time of his (their) 
Buecession, relieving the ])erson(s) originally charged 
•from a like amount. The determination of the 
•Commissioners is final. 

Normally, the assessment is apportioned between 
the old and new firms on a time basis, but a turnover or 
other fair basis may be adopted if the Commissioners 
think fit. 

In a case where changes took place in a partnership 
in successive years, no notice under the amended 
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Tlule 11 being given on the first change, but notice 
being given on the second change, it was held th&t 
the notice affected only the second and third firms, 
and no amendment of the first firm’s assessment was 
permissible {Oder v. Unit a- Co. (1932), 17 T.C. 68). 
fj It is ne(“essary to note that there is no continuity 
between a partnership and a limited company, even 
where the partners become the only members of that 
company, and, therefore, in every ease where a 
business is converted into a limited company, it must 
[be assessed as if discontinued and recommenced on 
[the 'date of the succession' (Rule 11 (2), Cases T and IT, 
■Schedule D, as amenrled by § 32, 1926). 

The date of the change is a question of fact to be 
^Ictermined in each case on the exact circumstances, 
dn general terms, the date of tJie vending agreement 
must bo taken to be the date of change,' but if it can 
be shown that in fact tjxe legal ownership i)assed on 
some other date, then that d.ate is the date of change. 
The date mentioned in the agreement is not conclusive ; 
the question is, when was there a succession de facto ? 
{Todd V. Jones (1930), 15 T.C. 396). 
j,- Where tliere is an amalgamation or {ibsor])tion of 
business in such circumstances that it is considered 

! ijto be a partnership change, then the, combined ])rofits;' 
prior to the change must be looked at in ascertaining 
fche assessments for the combined business. 

Illustration. 

A. and B. carru-cl on busincP!' in partnership On 1st January, 
1933, they admitted C. as a partner , C. bnngiug in his own 
business. The profits for the year ended 31st December, 1932, were 
as follows A. and B., £3,000, 0. £600. The new firm of A. B. 
& C. will be assessed for 1933-34 on the combined profits of £3,600. 
(In addition, one-fourth of the separate assessments for 1932-33 
dllhe added together to arrive at the assessment on A. B. & C, 
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|for the period from Ist January, 1933 to 5th April, 1933. The 
remaining three-fourths of the A. B. 1932-33 assessment must be 
borne by A and B., and the three-fourths of G ’s assessment by C.) 

Where a, new branch is opened, it is Ca question of 
fact whether the new branch is to be considered as 
a mere development of the existing business, or the 
setting up of a new business to be assessed as such 
{aee Bell v. National Provincial Bank of England 
(1904), 5 T.(\ 1 ; Stockham v. Wallasey U.D.C. (1906), 
95 L.T. 834; Thomson and Balfovrv. Le Pmje (1924), 

8 T.(*. 541 ; Fullwood Foundry Co. v. C.I.R. (1924), 

9 T.C. 101). 

Where a portion of an undertaking is discontinued, 
it will likewise depend upon whether it is a mere 
contraction of the busmess (in which case the assess- 
ment for the following year must be based upon the 
profits of the whole undertaking in the year preceding 
the year of assessment), or whether a separate under- 
taking has been discontinued (in which case the parts 
will be seoarately assessed, that closed down being 
treated as discontinued). It has, in recent years, been 
definitely established that if, as a matter of fact, a 
company carries on two separate and distinct busi- 
nesses, in computing the assessment to income tax that 
factor must be borne in mmd, and therefore if one 
separate and flistinct branch of the business ceases, the 
(assessment for the following year will be based upon 
I the profits in the preceding year of the continuing 
branch only. 

§ 11. — Partnership Assessments. 

The assessment of a firm is a joint assessment 
made in the pai'tnershij) name, and not separately on 
the individual partners constituting the firm (Rule 10, 
Cases I and II, Sch. D). 
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This Rule is in effect an example of the prmciplQ 
lof collection of tax at the source, and j)laces the 
liability of ])aying the tax on the firm as a whole 
rather than making each partner liable for his pro- 
portion only. This dees not affect tlie rights of the 
individual partners to claim allowances or deductions, 
for the reason that § 20 s])ecially ]n‘ovides that any 
partjier making such claim may be treated separately 
for the pui'])Ose of any allowance or deduction! 

The following is the text of the part of the Section 
referred to : — 

20. The income of a partner from a partnership carrying on any 
trade, profession, or vocation shall be deemed to he the share to 
which he is entitled during the year to which the claim relates, 
in the partiK'rship profits, such profits being estimated according 
to the several rules and directions of this Act. 

The correct allocation of the statutory profit of 
a business is therefore a matter of two-fold importance : 
j. (a) It secures a proper allocation of the burden 
of tlie tax between the partners, even if no 
claim for allowance is made. 

^ (&) It enables tlie individual partners to ascertain 
what rights, if any, they may have. 

Dealing with these two points seriatim — 

(a) Where no claim for Allowances or Relief Is made. 

It must be borne in mind, that even apart from any 
claims which can be made by the individual partners, 
it does not necessaiily follow that the statutory profit 
of the fhm should be divided between them in the 
proportions in which they share profits and losses. 
Items such as interest on capital, and partners’ 
salaries, which are appropriations of profit from an 
Income Tax point of view, and which must be added 
to the profit in order to obtain the statutory profit, 

u 
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are not shared by the partners in tJic proportions in 
which they share profits and losses. Consequently, 
it is necessary to make careful adjustment to see 
■that each partner is charged with the proportion 
of the tax apydicable to him only. 

To do this it is necessary to divide the assessment 
for the year of assessment between the partners in 
j the same manner as they would divide a profit of that 
amoimt for that year, iirespective of how they actually 
;shared profits in the year, the i)rofits of which are 
taken as the basis of the assessment. 

The assessment is, for Income Tax ])urpo8es, the 
profits of the firm for the year of assessment, and must 
be treated as such. 

Illustration. 

A., B. & C are in partnership, sharing profits and losses 
equally. Their capitals vary from year to year, and interest at 
5 per cent, per annum is allowed . They receive salaries as follows • — 
A. £900, B. £000, an<l C. £300. 

The following is the firm's Profit and Loss Account made 
up to the 31st December, 1932. 


Dr 

Profit and Loss VrtoiiNT 

Cr 


£ 

£ 

To Trade Expense'* 

I J,t)23 B> r»ross Profits 

' 13,182 

„ Salaries 

1 84h 

1 

,, Interest on Capital — 


j 

A 

8r#o 


B 

4r>() 


C 

13U 


,, Partner’s Salaries — 

, 


A 

MOO 


B 

GOO 


C 

300 


,, Depreciation of LeabO 

120 


„ Charitable Subscriptions 

1 33 


.. Profit 

' 7,310 



£13,182 

£13,1 bF 


The charitable subscriptions are not to institutions from which (, 
the employees might benefit and therefore are disallowed. 

The interest on capital credited to the partners in each year 
after 1st January, 1 933, is A. £9.50 ; B £.500, and C. £200. 
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To Aasosaablp l*i ofit s 


Adjustment Account fob Income Tax 

Cr. 

£ 


i £ 

10 7J:i 

B\ Xet Profits ay per A/rs 
„ Interest on (\ipital — 

7, .no 

1 


A 

850 


It . 1 

450 


c 

160 

i 

I ,, Partners’ Salaries — 

1 

1 

A 

900 

i 

, B 

GOO 

I 

1 

300 


1 , „ Depionalion ot l.eiise 

120 

i 

1 1 ,, ('hantablc bubscriptionH 

33 

y 0,71:1 1 

1 £10,71.3_ 

St<itiitnr\ Prolir fonniiiK Aysess- 


meiit for 1033-34 . . £10,713 



This Statutory Profit of £10,713 is not divisible between the 
partners equally, because it includes Partners’ Salaries and Interest 
on Capital, which arc shared in other proportions. 

In order to apportion this Stalutory Profit it is necessary to 
proceecl as follows -- 

Assessment on Finn, 103.3-34. .. £10,713 

Ihduci — 

Partnera’ Salaries . Y<*ar to 5th April , 1 934 £l ,800 

Interest on Capital do. A. 950 

Do. do. B. 500 

Do. do (‘. 200 

- 3,450 

Balance divisible proportionately £7,263 


A. — Salary 


£900 


Interest on Capital 


950 


Jrd share of £7,263 


2,421 



— 

. 4,271 

B. — Salary 


£600 


Interest on Capital 

. . 

500 


\rd share of £7,263 


2,421 

3,521 

C.— Salary 


£300 


Interest on Capital 


200 


.'jfd share of £7,263 

" • 

2,421 

2,921 

Totai. 

. . 

. . 

£10,713 
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The Official Return Form requires the allocations to be set 
V out as follows ; — 


Partner. 

Salary. 

1 

Interest 

on 

Capital 

Distribution! 
of 1 

Bnlniioo ! 

Partnei 's 
Share of 
Balnixce'' 

A. 

£900 

£9.50 

^,rd. ' 

£2,421 

B. .. 

600 

.500 

\rd. 

2,421 

C. 

300 

200 

1 fWi. 

2,421 


; £1,S00 1 

fl,6M 


£7,263 


Note to Illustration. 

The above statement shows the correct allocation of the assess- 
ment of the firm. When the tax is paid, it should be divided 
according to each j)artner s statutory income from the firm, as 
, ' labove, and charged to the respective Current Accounts, and noLto 
^ the Profit and Loss Account. 

If the assessment had been divided equally between the 
partners, the burden of the tax would have been very unjustly 
allocated. 

The following statement illustrates this remark : — 



Partm r 

Correct 

. Jf .issessnient were 

Over-taxed ' 

Under-taxed 


Allocation 

divided eaii.illy 





£ 


£ 1 

£ 

A. 


4,271 

:j,571 


700 

B. 



4,571 

TiO 

— 

C. 



1 3,571 

G'lO 1 

— 





10,713 

-"DO I 

700 





1 


(b) Where a Claim for Allowances is made. 

Where the j)artners of a firm claim under § 20 
jagainst the firm’s assessment their individual allow- 
lances or deductions, the ultimate amount of the tax 
payable will be verj"^ much less than would have been 
the case if such a claim had n6t been made. Further, 
as each of the partners may prove to be entitled to 
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idifferent rights, the allocation of the burden of the 
,tax is still further complicated, rendering careful 
adjustment more than ever necessary. 

Illustration. 

A., B., C. and D. having no private income are in partnership. 
The following statement siiows for the year 193^1-34 the capitals of 
the individual partners upon which 5 per cent, interest is allowed I 
the salaries of the partners ; and the proportions in which they 
share in the profits and Josses of the business • — 


Partner 


A 

Ti 

C 

1 ) 



' Intrirst on 

('.ipital 

j Salary j 

SliareH In 

lllISlUOBS. 

£ 

! £ 

1 £ 


VJ.liOO 

, 000 

()00 

! ‘)7/80t1i4 

(i.SOO 

:{4o 

700 

1 24/8()t.]iH 

l,20U 

00 

Nil 

, lO/80tliH 

Nil 

Ml 

Nil 

1 »/8UtliH 

121,200 

1 ,000 

1000 

1 7 — 


The folloAMiig is the firm’s Profit and Loss Account made 
up to the 31st December, 1932 : — 

Dr PnoFiT AKD Loss Acool NT Cr 


To Trail e ICxitcii'^eh 

03( 

By Cross Prolits 

0,970 

Salani's 

4'<( 

Capital M\pen(11tiir(« 

7" 



Interest on Capital 

1 ,00( 



Partners' Salaries 

I 001 



Profit 

3,12," 

£0 070 


£0,970 

Thofit 

AND Loss Adjustment Account 


Dr 

FOR Income Tax 

Cr. 

To Assessable Profits 



£ 

5.800 j 

B> Set Profit 

3,125 



„ Capital lilxpenrlitiire 

76 



luteresl on Cu[»itul 

1,000 



,, Paitiiern’ Salaries 

1,600 


£5.800 

1 

1 

£.5^800^ 


Statutory Profit, 103J-34 .. £.>,860 


If no claim were made under £20 the assessment would be made 
on £5,860 as above, at the standard rate of 5/-- in the £. 

A claim is made, however, and the following statements are 
^ prepared by the Partners to ascertain the correct allocation of the 
assessment, and also the rights to which they are individually 
entitled. 
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Statutory profit of firm 



£5,860 

Deduct — 

Partners’ Salaries 


£1,600 


Interest on Capital . . 

• • 

1,060 

2,660 

Balance divisible proportionately 


£3,200 

Apportionment — 

A. — Salary 


£900 


Interest on Capital 


660 


tbs of £3,200 .. 


1,480 

£3,040 

B. — Salary 


£700 


Interest on Capital 


340 


/;yths of £3,200 . . 


960 

2,000 

C. — Interest on Capital 


£60 

1th of £3,200 . . 


640 

700 

D.— ,-,ths of £3,200 . . 



120 

Total 



£5,860 


A., B. and C are married and have two, three, and two children 
respectively. They pay Life Assurance Premiums (vhieh are all 
pre-war and allowable m full) amounting to £350, £160 and £40 
respectively. 

A. *8 liability is as follows — 


Share of Profits . . . . £3,040 

Less Earned Income Allowance 
Jth restricted to . . . . 300' 




' Assessable Income . . £2,740 

Less Personal Allowance . . £150' 

Tavo Children . . . . 90 

240 


^ Taxable fneome 

Chargeable £175 la 2,6 
2,325 @5 

Total 

Less Life Assurance Relief £350 @ 5/ 


£2,500 


£21 

17 

6 

581 

5 

0 

603 

2 

6' 

87 

10 

0^ 

£515 

12 

6 


Net 
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B. ’s liability is as follows : — 

Share of Profits . . . . . . £2,000 

Less Earned Income Allowance . . 300 

Assessable Income . . .. .. £1,7()0 

Less Personal Allowance . . £150 

Throe Children . . . . 130 

2SO 

Taxable Iiicoiiie . . . . £1,420 

Chargeable £175 (rt' 2/0 .. .. .. ~ £21 17 6 

1,245(^5- =-311 5 0 

'rotal . . 333 2 6 

Less Life Assurance Relief computed (since his 
Statutory Income does not erceed £2,000) as 
in C chapter 11, § 17 — 

£lf)0 (ii^ 3/9 £30 0 0 

160 «rr‘ 1/3 10 0 0 

40 0 0 

N(d, . . £293 2 6 

C. *s Kabiljtv is as follows . — 


Share of Profits 


£700 

Lp.s,s EariuMl Income Allowance 


140 

Assessable Income . . 


£500 

Less Personal Allowance 

£150 


Tm o Children 

90 



— 

240 

J'axablo Income 


£320 

Chargeable £175 (d) 2/6 

.. 

-= £21 

145 (a^ 5/- 


- 3fi 


58 2 6 

Less Life Assurance Relief £40 (d- 2 (> , . 5 0 0 

Net . . £53 2 6 

D.s share of firofits only amounts to £120 and he is not liable 
for payment of any tax, his earned income (£24) and personal 
allowances (part £96) being sufficient to offset his share of profits^ 
The total Income Tax charged on the firm will be £515 128. 6d. 
+ £293 28. 6d., + £53 2s. 6d. = £861 17s. 6d., whereas, if no 
claim were made by the partners, the tax payable would amount 
to 5/- in the £ on £5,860 = £1,465. 
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Th** firra’H asscssinoiit would appear as follows : — 


Biisinoss Profits 

. . 

£5,860 

0 0 

Bariifd Income Allowance . . 

704 



I*ers(mal Allowance . . 

r>46^ 



("liiidren 

310 





1,020 

0 0 



£4,240 

0 0 

Cliargeahle l‘r>2r) (a 2/(i 

. . 

£05 

12 6 

JJ,?!.") @ . . 

■ ■ 

02S 

15 0 



004 

7 0 

Life AHHuraiicc Relief 

■ ■ 

132 

10 0 

Tax payable 

. . 

£soL 

17 0 


It will bo soon that the ullowancos are simply the totals of 
the iiulividnal partiior's allowances. 

(c) Fluctuating Interest on Capital and Salaries of Partners. 
As ilic sliarc of tlic partner claiming an allowance or 

deduction is (k'omod to be the income of the individual 
for tlie year to which the (‘laim ivlatcs, the actual 

INTKRKST ON CAIMTAL AND SALARY TO WHICH HE IS 
ENTITLED 1)URIN(! THE YEAR OF ASSESSMENT should, 
strictly, be tahen into account in arrivintj at the 
^con’cct allocation of the assessment. 

Jn the case of continually fluctuating capital this 
may be a factor impossible of ascertainment before 
the comjiletion of the year of assessment, and thi' usual 
.course is in the first place to taki* the interest of the 
•jirevious year and to apportion the profits, so far 
as interest is coneemed. on this basis, adjusting at a 
jlater date' if necessary. * 

(d) Partnership Returns. . 

The , precedent acting’ jiartner, that is to say, the 
partner who, being resident in the United Kingdom — 

(i) is first named in the agreement of partnership, f or 

(ii) if there be no agreement, is named singly or 
I'with precedence to the other partners in the 
,, usual name of the firm ; or 
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(iii) is the precedent acting partner, if the person 
named witli precedence is not an actmg partner i 
I must make and deliver a statement of the profits or 
gains of the firm’s trade or ])rofessioi\, on behalf of 
himself and the other ijartners, and declare therein 
the names and residences of the other ])artnei's. 
r Where no partner is resident in the United Kingdom, 
the return must be made by the agent, manager or 
facto^ of the firm resident in the United Kingilom. 

The C’ommissioners may require a similar retuni 
from any other jjartner, if they so think fit (Rule 10, 
Cases I and IT, Sell. U). 

The individual ])artners make returns of their 
private incomes, including their resiiective shares 
of the firm’s assessment. 

An illustration will now be i^ivcn of the computation 
of the tax payable and its allocation wh(‘re the firm 
has oth('r sources of ineome and tlie ])ariiuTS have 
, private inooines. 

Illustration. 

(1) A., B. and C. carried on busincBS in partnership. For 
the year ended 30th November, 1932, the Profit and Lobs Account 
was as follows . — 

Dr Profit and Loss Ac’coint 


To (i round llcnt of ITiutor^ 


40 ! By (jroAS I'lolit 

(•.310 

,, KateA and Insurance 


200 . DividendsfUioss amount) 

200 

,, OtHfp Expt iifrps 


],n(l 1 ,, JtunK JiitiKst 

10 

,, Salaries . 


1,800 , 


,, Disfouiith 


170 1 


. Bad Opbts written off 

£00 

1 


Less Traiihfcr Iruin 


' 


Bad Debt Kpscr\e 


1 

- 

Depreciation 


.»,» 1 

2t»ri ' 


,, Amount wnttrn oif Lease 


00 ' 


Intprpst on Lonii B 


30U 


,, Interest on Capital 


' 


A 

1400 

1 


B 

200 



C. 

20U 



- 

_ . _ 



Net Profit — 




A 

£640 



B 

(140 



C 

320 

* 


" 

- 

1 ,000 




£0.V2(I 

£0,!>20 
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1'he Halari(‘8 includo €200 to C. The Bad Debt Reserve is 
not against specific debts. The Net Annual Value of the premises 
is £I»'55 The investments n'lnain unchanged. It is agreed with 
th(‘ insfieotor of 'faxes that bank interest shall be left in charge 
in the Profit and Loss Account. The Wear and Tear Allowance 
for IS agreed at £220 

As from 1st Deeeiiiber, 1932, C.’s salary is increased to £300 
per anil inn, and the capitals are varied, with the result that the 
interest each ycaj* is as follows . — 

A -ioOO , B —£300 , (J.- -£300 

l^he balance of profits is div’ided as before. The interest 
[layable on B. 's Loan to tin* firm remained constant 

A IS a maiTijcd man, uith one child under 10. His wife owns 
the house in winch they li\(5 (assessed iindiT Schedule A at £80 
per annum (net), subject to a moilgagi* of £700 at 5*\', j)cr annum 
inten‘st),and is the owner of a small business the adjusted profits 
of which lor the year ended 31st Dcccmbc*r, 1032, amounted to 
^420 A pays a prc^miuin of £00 per anniiin on an assurance 
policy on his own life, t iken out in 1912 

B. 18 single and mainiains his widow'ed mother, but has no 
income other Ihan that from the partnershij). 

C. IS a widower, vliosi* sister lives with him as housekeeper. 
He holds £2,857 3.V;o War Loan, and pays a premium of £48 ])er 
annum on a policy on his ow'u life taken out on 1st July, 1933, the 
premium being payable by monthly instalments of £4. 


I’ltoKir \> n Loss A 
Dt , Foil I Nr*i 


✓ t 

To llaU Ut'bt llrsoiM* jr> 

nividciuls iOO 

Orosii Annual \ alur ol I'li'miNro 
’ (Fiictor\) DO 

^ l*iollt‘» 2. 'MO 




M-STMI NT AcCOI NT 

K r\.v Vr 



£ 

Not Crolit 

1,000 

OrminO Kont 

I 40 

<’ ’s Snian 

' 200 

niMiriM'iatiiiii 

205, 

Ajiiouiif wntlfii off Ijonsf* 

00 ' 

liiU'ii'sb nil l.oaii R 

300 

Interest on Capital 

800 


£3,325 


I 


V' 


Sell. I), Caso r. Aw'>.Mn>nt ni33-34 

//fss WVar and Toar .Allovinnrt* 


£J.aJ0 

32U 


Srhudiile Asaea^ment 
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The firm has also income taxed at source, dividends £200, and 
pays Annual Charges . ground i-ent £40 and interest on loan £300*^ 
from both of which Income Tax must be deducted at source. 

Notks.^ — ( 1) The majority of the adjustments have already 
been fully explained in earlier examples. 

^ (2) Interest on loans as distinct from capital is an annual 

i payment from which tax is deiliictiblc under Rule 19, All Schedules 
Rules. 

(3) Since the had debt re.servo is not against specific debts, 
the appropriation would not have been allowed as a (h»duction for 
Income Tax purposes when made, and has theriifore homo tax/ 
•’The £25 brought into cr(‘dit in the Profit and Loss Account is 
not again subject to tax and must be eliminated by debiting 
the Adjustment account 

(4) Since the proimsc.s consist of a factory, tiu* (Jross Annual 
Value is allowed as a charge. This is found as follows 

Since £20 is the repairs allowance on the first £100 
gross, th(‘ first £K0 net reim\sents a gio.ss 
amount of 

Since the nunaiiuhT of the repairs allowance is oik*- 
sixth of the excess of the dross Annual Value 
over £100 the remainder of the Net Annual Value 
(represents jjths of the (jlross, lienee the (iros.s 
IS iths of the remainder of the Net, if, 

. vths £(155 - 80) 

Gross Annual Value 

(or, mure shortly, Hhs *)f £155 ; £1)- - 


£ 100 ’ 


90 

£190 


\TlO\' UF A'^SKSSMI'.NT.S, * 


Sulniy 


A. • . . — 

B. .. — 

C. . . £300 


£300 


IiiterosL 


on 

Ui'itri blit ion 

Capital 

ol Bulan c'f. 

£500 

^ths. 

:«)o 

rths. 

300 

ith. 


£1,100 


.Viiinuiit (it 
Purl tier.',' 
Slum* (if 
Baiun cn 

ot hI 

£510 

£1,016 

510 

816 

258 

H58 

£1,290 

£2,690 
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COMPT'TATIONS, 1033-.S4 


Partnrrslilp rmlKs 

Net Annual \ .line <>1 £1.m 

Dlvldciids iJDM 


riijii's \iiiiunl C iiai^'c^ 

Orniinil llcrit 140 

iiilcn st on Lo'iii i.'lOO 


SliarcH 111 Tut III Statutory linonie of Finn 
PilvnteJncojiM's- 

JiitcicHt. on liOiin 
Nuuni*. N a V 
Wife's IliiHlnffs 

War Loan 


Ltn Pilvnti* (MmiftfH- - 
' Molt^aK(‘ liitereht 

Total Statiitoiv Iiicoinrs n| liidiMdual Pnitnns 
Dfdiivt AllowMiiH'stoilCtiriiodliKojni' 

Finn om<-llttli ol (<i) 

>Vifi‘'h Iliihincss oiu'-tiltli (d (A) 


AflSOSMlIlIc IlllOIlK* 

lifdmt OHu'i AIloMaiiivs 
IViHOnal 

Adtlltloiial iVisoiial (M,i\ ) 
Child 

DeiUMidfUl KoliitlM' 
llou««rkci*|ici 


Tnxabit' lm'oini>«i 


CliiirKenhlf 

' £17,') cai li at l!,(l 

Jilll.lIKT ill ,'). 



A 


B 

C. 

. (tl)- 

£I.01G 


£810 

£868 

(b) 

02 


02 

3l'^ 

(f) 

80 


80 

40 







1,1.58 


058 

929 

£1G (d) 


IG 

8 


120 (f) 


120 

60 



i3G 

— 

136 

08 


£1,022 


822 

861 

if) 



300 


Of) 

80 




(h) 

420 




(0 

1,522 



100 

(J) 

3') 





1,487 


1,122 

001 

2tl3 





M4 




Y 

— 

287 


103 



1,200 


0.50 

789 

£150 


100 

100 


45 





50 


25 

50 


— 

21’) 

— 

125 

1.50 


I*)-,', 


£834 

£030 




— 



£ s d 


£ 8 d 

£ s d 


21 17 () 


21 17 0 

21 17 0 


a78U) lU.) 0 0 (0.)0) 104 l.'i 0 (4G4) 110 () <0 


Lthu Mir A‘«miii'IUt llrlli’l— 

(A ) i 00 at :)/!) 

((') 140 at '!,{] 

; 

Amount ol Tax to he boni»> b\ tin* r.)it'ii'i>. 

Add Tax deductible irojii Prnntc 1 l.arKvs tj)— 
lOu at ~ 


211) 17 0 

(i) II .') U 
(/) 

£ 20 .') 12 () 


1 ') 0 


^ ' Less Tux paid prhnlelj 


(A) lloiihc (i;) 

180 .It 

Biisliiesa (h) 

1420 

' LceelUA 

84 


3.10 

Less AddJtlunnl 

,1 


SH .xgujiiuiini ,, 

PcMonul Allowance 43 


£214 7 0 


£20 0 U 


ISO 12 0 137 17 6 

0 0 

£180 12 0 £132 17 0 


1201 at j!~ 

(11) 1^3 dcdmtion lioiii ]uter'»t (f) 

£300 at 5/- . , 

(C) On War Loan Inter, d (i) under ('n«<c llf- 
£IOOuto;' 

Tax to bo Atone fta’Partner'* . 

Add Tax (tediK'tibla troiii Firiu^ Cluuiies (d) 
and (e) at 5/- 

tax to be aoroonted for b) .firm 


I 13 0 

02 l.-> 0 

75 0 0 

25 0 0 

121 12 0 111 6 107 17 6 

(13G) 34 U 0 (130) 34 0 0 (68) 17 0 0 

£ir>5 12 n £145 12 6 £124 17 6 
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SCHEDULE D. 

The total tax to be accouiitcd for%y the firm is there- 
fore £420 2 0 

This 13 accounted for : — 

By deduction from Dividends, £200 at ;> - .. 1*50 0 0 

By Assessment under Schedule A, £155 at 5.'- . 3S 15 0 
By Assessment under Schi‘dule 1), (’ase 1 (balance) 337 7 O 




£-12() 2 <> 

Proof — F mvi’s Assessment IiNder (Use 1. 


Business Profits 

. 

£2,(i«M> 

Knniud In- JVrhonal 

como Allowrtncii Allnwancos 

Doppiulrnl Hiuisn- 


£538 350 50 

25 50 . 



Taxable Tnconie .. .. .. . £1,077 


Chargeable £175 each, i e , £525 at 2,0 

.. £(>r» 12 n 

1,152 at 5, 

. . 2SK 0 0 


‘iryli 12 (► 

Less Life Assurancci Relief 

. . H5 5 0 

Tax payable 

.. as? 7 6 


Notes. — (1) In order to arrive at the partners' shares of the* 
firm’s Total Statutory Income, the Income from other sources and 
'the Annual Charges must be divided annuig tin* partners in tlicir 
profit sharing ratio, i.e,, 2.2.1 

(2) The allowances applicable to private income, i.f* , <'*>11 the 
business of Mrs. A., are deducted from such income 

(3) A.'s Total Income is over £1 ,000, but not over £2,000, hence 
the insurance relief (k) is computed at three-quarters of the 
standard rate, the policy being datefl prior to 23rd June, 191C. 

C. has paid only ten months’ premiums during the year, 
and his relief is accordingly on £40 (1). 
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Altkknativkly, the fVimjiutation may proceed as follows- — 




A 

B 

(' 

FimiV Total Jnniirn* (hr nboxc) 

• 

£ 1,022 

£822 

£801 

Jiefhnt \llow.inM*N - 



172 


KuriK*'! IiK'oinf' 

£203 

103 


l*f‘Honn] 

. 150 

100 

100 


1 hlld 

lif|)Mi(J('iit iMntnc 

M 0 US('k<*l JMT 

50 

25 

50 


- 

403 

288 

522 



£010 

534 

530 

'llUIJil'rlMt* 


e it d 

£ R d 

£ s d 

il 7 'i ( .uh at 2 ti 


21 17 0 

21 17 0 

21 17 0 

M.iliincc at 5 ,' 

M14) 

111 0 0 ( 350 ) HO 15 0 ( 304 ) <>] 0 0 



132 17 0 

ill 12 6 

llJ 17 G 

Llli' Xssiiraiiir Krlirt 


II 5 0 


5 0 0 

I'o Iji huiiii .I'^Viirt HITS 


£I 21 _ 1 ^ 

£111 12 0 

£ni 7 17 0 


£ s d 

Total . . 341 2 6 

iM Tux oil film’s cliarpch- - 

£340 at ,V- 85 0 0 


I'aMiblo 1)> iirin 

Dtdncl Uoductod fiom Duidend^ 
Schcdnlo \ 


42A 2 0 

£50 0 0 
38 15 0 

88 15 0 


Cast- 1 £337 7 0 


Tho pii\Ht(* HSM'HsnieiilH (hii now bp calculated 


Noti-: - Caro imiHt bp taken, in ai riving at tho Statutory Total Income 
p>l tl\o Partnora for life a'^Muranco lolipf, to ndd togother tho total firm ami 
fill \ at 0 inpoinps 


Illustration. (2) 

\a K. and H ucn' in partiu'iship, sliariiig profits equally, 
after eUarging interost on eapilal at On 3 ()tli .luiie, 1033 , 
K. (Iieil No elaiin uas made under § 32 , 102 () 

The capitals were fixed at £ 10 , 000 , to.OOO and t ’.'),000 
respeelively. On K 's death, however, the capitals of L. and H. 
were adjustixl to £ 12 , 0 (M 1 each, and L. thereafter reeei\ed a salary 
of £000 per annum, [layahle monthly. 

The adjusted profits for the VTir ^•nded 30 th dime, 1932 , 
were £S ,000 Show the division ot tlie 1933-34 assessment. 

The assessment is first “ split under Kule 9 ^' — • 

Assi'ssment for 1933-34 £S,(ioO 

Proportion, (itli April, 1933 , to 30 th dune, 1933 , say /jths 
of l‘ 8.(»00 - £ 2 . 0 (M) 

Proportion 1 st duly, 1933 , to otli .April, 1934 , say i^^ths 
of £ 8.000 £ii ,000 
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The assoHsmcnt is then divided — 


K H 


Interp'-t on ('apital to 30! h Juia*, l‘vn r»"« lor £ “ il 

tlircp montli*;) lj;» o 0 

Balance £(2,000 — 2,'iO) eiiiinlU 0 H 

InterpRt on ('miltnl 1st JuU, loiU, to ‘itli Aptil, 

• 10*14, (S'*,, foniiiu* nioiitlis on now riiintalsi 4'iO '* " 

Salar\. tiiiio inontlm 4:iO 

Balance t(0, 000 - KM.'iO) i>r|\idllx 2, .123 


£ s (1 £ ^ d 

02 10 0 02 10 0 

OK ort3 0 8 

4. 'll) 0 0 

0 0 


MU'* 10 W £3.420 10 8 


Not( to Illufitraiioii 

The asse.ssiiKMii of i!S,()()0 IxMnfr, from an Income Tax ])()irit of 
view, the profit of tin* year ended .*)th Ajiril, ID.'M, must he 
divided among the |)artners as the^ sliare profits in that year. 

I The proportion of the naseHsinent relating to ilie peritKi from 
6th April to .‘JOth June is therefore diMdiMl a(‘(‘ording to the old 
agreement, and the hahinee aeeortlmg to the nvw agreement 


§ 12. — Distribution of Income Tax over the Profits 
of a Limited Company. 

The amount of Inoome Tax cliaTgeable against the 
Profit and Loss Actoonnt of a limited company is, in 
the majority of cases, less than the amount in respect 
of whicli tlie com])any lias been assessed for income 
tax for any partienlar yesir, th(5 reason being that as 
Income Tax is collected at the sourc(‘, tax in respect 
of debenture interest, dividends, etc., will be deducted 
by the comyiany prior to ])aying such interest or 
dividends. In tliis way the coin])any recoujis a 
portion of the tax payable. 

The Illustration which follow's demonstj’utcs the 
point. 

Illustration. 

The following is the Profit and Ltiss Ajipropiiatioii Arc-ouiil of 
the A. B Co., Lt<l., for the year eiidiil .31st .March, 1933. 

Th(“ Income Tax aBsesHineiit for the year 19.‘12-33 amounts to 
£30,(30U and the tax is oi - in the £. 

.Show how the tax is distributed. 
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A C^O . LTD 

rnciFFT ANP Loss APPROPRIATION ACOOONT FOR THE YeAR 

Dr ENDED ^ilsT March, 1933 dr 


To Dphcntiin* 'i*'., 

,, F*r»-fpn-iin‘ sIiiIFi* I)i\hI»mhI (i"n 
Oniinnrv Shan Divnlrnd Ml".) 
„ Iniomr T.ix 
„ RpMcno Fund 
,, Hnliinn* (firrii il IniM.ml 


i, 

\m 

KUKM 
1 2 '>< 
'i.OCK 


) lt.\ Nft Profit 


£3‘i 0(M) 0 I) 


. £ S d 
Si)iOon . 0 0 


£3.1,000 0 0 


Dr 


Income Tax Account 


Cr. 


To — Tnroiiir T.ix Coinnns- 

aloners - 

V - In tho £ (Ml un.OdO 


I L s .1 1 

• I 

, T.'idO 0 0 

! 

I £7,'iil0 (I 0 ,1 

I .1 


4. i fc s u 

Dolx'iif lire* Intorost Accounf •J'iO 0 0 

„ Pri'lPriMUP Sliar(' Dlviilend 

AiT(Miiit I 2,000 0 0 

,, Onliii!ir\ Shun* Ulildriul 

A(‘(ounl 4,000 0 0 

„ Proittanil Losh Vmiiint l,2r>0 0 0 

£7.r)00 0 0 


Notk. — ^'I’ ho actual crhIi payable by the Company in rcsjH'ct 
of Income Tax is £7,50(1, but the i)ropoi:tioii thereof debitMl to 
1 the Profit uiul Loss Account of the Company is only £1,26(1. 

Wheiro dividends arc paid “free of tax,” the amount 
!’of the dividend as declared is debited to the 
Ap]iro])riation Account, and no amount is recouped to 
the credit of tlic liu'omo Tax Aecount, with the re«sult 
that the amount of this account to write off to Profit 
and Loss Account is corrcs])ondin"ly increased. 

Tlie authority for tJie d('duotion of tax from dividends 
is contained in Huh' -d, General Rules, All Scliedules, 
which reads 

“ The profits or gains to be charged on any body 
of persons sliall he computed in accordance with the 
provisions of this Act on the full amount of the same 
before any dividend thereof is made in respect of any 
share, right or title thereto, and the body of persons 
"paying such dividend shall be entitled to deduct the 
,!tax appropriate thereto.” 
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The provisions of Rule 20 of the General Rules are 
to he construed as Authorising the deduction of tax- 
from the full amount paid, out of profits and gains 
of the said body which have been charged to tax or 
which, under the provisions of the Income Tax Acts, 
jwould fixll to be included m computing the liability 
.of the said body to assessment to tax for any yca^if 
;the said provisions retjuired the computation to be 
made by reference to the pi*ofitK and gains of that year 
and not by reference to those of any other year or 
period. 

A dividend paid by a body of persons, to the extent 
to which it is paid out of such profits and gains as 
are mentioned in tlie preceding paragra])h is deemed, 
for all the purposes of the Income Tax Acts, to repre- 
sent income of such an amount as would, after such 
deduction of tax as is authorised by the provisions of 
Rule 20, be eipial to the net amount received ; but 
this does not apply to a prcfermice dividend (i.e., a 
dividend payable on a jircferred share at a fixed rate 
only, or such jiart of a dividend payable on a preferred 
share as is payable at a fixed gross rate only) (§7 — 
1931). 

, Tlie rate at which tax is deductible is the standard 

t 

rate for tlie year in wliich the amount payable become.s 
due (§ 39, 1927), and it should be noted that a 
dividend is deemed to be due on the date on which 
it is declared^payable' v. 0.1. R, (1922), 8 T.C. 
293). 

Where the company has received any Dominion 
Income Tax Relief under § 27, 1920, tlien tlie rate of 
tax deductible from dividends must be proportionately 
reduced so as to pass on tliat relief to the shareholders 
(§ 27 (5), 1920 («ee Chap. X, § 12)). 
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Every warrant or oheqne’ or other order drawn or 
made, or piirj)ortinij; to he drawn or made, in payment 
of any dividend or inierest diHtributed by any eom- 
})any within lh<‘ meaning of the Companies Act, 1929, 
or a eompany cn'ated by letters ])atent or by or in 
pursuance of an Act of Parliament,' must have annexed 
thereto or b(‘. aceomj)anied by a statement in writing 
.showing — 

(«) the gross amount which, after deduction of 
the Income Tax appropriate thereto, corresponds 

'to the net amount actually paid ; and 

(h) the rate and the amount of Income Tax 
a})propriate to such gross amount ; and 

{(•) the net amount actually paid. 

If a company fails to com])ly with the above pro- 
visions t'he company, in respect of each offence, incurs 
'a penalty of ten ])oundsf.; but the aggregate amount 
of any penalties imposed on any company'^ in respect 
of offences connecied with any one distribution of 
'<lividends or interest are not to exceed one hundred 
pounds (§ 311 — 1924). 

If the eonqiany detdares a tlividend expressed to 
be “free of tax.” the effect is to declare a dividend 
at a higher rate, i.e., a ilividend of 7]% “ free of tax ” 
is equivalent to a dividend of 19”^, less tax at o/- in 
the £, since .5/- in the £ on £10 is £2^. Even if the 
[declaration is “ free of tax,” the statement accom- 
jpanying the dividend waiTant must comply' wdth 
!§ 33 -1924. 

Where a dividend Avas paid out of fa fund which 
'was not liable to tax (capital profits'^it was held that 
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it coukl not be made to suffer tax by deduetioii, nor 
(Avas such dividend as-sessable in the hands of the 
' yeeipients {Uimson v. C.I.R. (1930), 99 L.J.K.B. 532). 

Some doubt has, however, been east upon tlie ii(“euraey f 
I of this deeision by tlie Court of A]>p(’al in the later/* 
.. case of ('J.R. v. Xeiinmnn (1933), 12 A.T.C. 84). '■ 

/(' If, in any yeai‘, a eom])any, owing to tlie operation '* 
of reliefs' ete., given by the Ineonu* 'Pax Aets. is uot*^ 
liable to pay any tax, but is, owingto its eum'iit profits, 
able to pay a divid<‘ud, it can deduct ta.x from that 
divwlend (subject to tjie provisions of § 7, 1931]^' Wd 
the shareliolders ar«* entitled to i-laim any ri'fund on 
allowances to wliieli t}u*y are entitled, wlu'tlu'r or not 
tlie tax so deducted by tiie company will ever be iiaid 
to the Ke\'(‘nue Authorities. 'PIh'ti* is no analogy 
’ between Hide 20 and Hule 21 of the General Hides 
in this ri'spcet. The company is entitled to deduct 
tax on the dividend to the extent that the dividend 
is paid either out of its assessments (other than those 
under Hide 21, General Hides) plus income taxed at 
' source, or out of its adju.sted profits for that year 
plus its otherincome of that year (§ 7 — 1931). 

Illustration. 

A. Ltd., ill 1932 naide a profit of £t>,0(M>, but owing to jircvious 
I 0 H 8 C 8 being brought forwaixl for liif<)nu* Tax piiriioscH, its uhsuhb- 
ment for 1933-34 was lul. In June, 1933, the coinjifiiiy (it 8 '' 2 )a 8 t 
jdebit balance on Profit and Loss Account having been written 
'’off against a surplus on revaluation of assets') ^laid a dividend of 
£3,000 “ free of tax 

This is equivalent to £4,000 less tax, and those shareholders 
entitled by reason of the iiKsufificicncy of their other income to 
absorb their allowances can reclaim tax by reference thereto, 
although the company will not hand over any tax to the Itevenue 
Authorities. 

N 2 
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§ 13. -Rate for deduction of tax where the 

Standard Rate is altered. 

tJic Resolution under the Provisional Collection 
of Taxes Act, 1913 (.see (;!hap. I ) is not passed until 
some days after the eominencoment of the year of 
assessment, any change in the rate of tax is not known 
in 111116 for effect to he given to it in the deduction of 
I tax from 'payments made since rdh A])ril, but before 
:the resolution is ])ass(‘(l,. (In ])ractiee it may be that 
all the dividend wairanls have ah’cady been printed 
and are actually dispatelu'd a day or two after the 
dat^^ of the resolution without being altered.) If the 
resolution changes the rate, tax will have been detlucted 
at cither too high or too low a rate, and this must be 
adjusted as provided by § 211 — 1918, and § 12 — 1930. 
It might be that tlu* Act, when passed, would alter 
'the rate again or that, as in 1931, a second Pinance 
] Act is jiassed ivbieh alters the rate, causing further 
adjustments. 

The rules laid down are as follows : — 

|\ Any over-deduction to be made good may be 
' made goo<l by a reduction of the amount of 
tax deducted from the next payment of like 
nature ma<le on the security or share in question 
after tlie [lassing of the Act imposing the tax 
for the year : 

Provided that the foregoing jirovision shall not 
jauthorise the retention of any part of the amount 

I lover-deducted for more than one year from the 
^passing of the Act so imposing the tax (§ 12 (1) 
(6), 1930). 



§ 13 .] 


SCHEDULE D. 


197 


Any amount made good under the above pro- 
visions shall — 

(i) in the case of an over-<leductioii which is made 

good under paragraph (6) of this subsection, 
inure to the benefit of the person entitled 
to the ])ayment on the occasion of which 
the over-deduction is made good ; and 

(ii) in taiw otlier <-ase, iinire to the benefit of 
the person entitled to tlie secinity or share in 
question at the date when the amount is 

..made good, 

in’espcctive, in either case, of whetJier or not he 
is the ])er8on who Avas entitled to the ])ayment, 
or to the security or sluin', at thci date when the 
original deduction was made (§ 12 (1) (c), 1930). 

TJio above jirovisions a])|)ly to (‘ases wliere the 
resolution provides for the charging of Income Tax 
at a rate lower than that charged for the ])revious year, 
where deductions of tax are made by a body corporate 
under Kule 19, General Rules, from payments of 
interest' on any of its securities, or under Rule 20, 
General Rules, from payments of ])reference dividends 
(see below as to definition of ])reference dividend) 
(§ 12 (1), 1930). In any other case, tlie rules follow- 
ing apply. 

Where in any year of asses.sment any half-yearly or (quarterly 
payments have been made on account of any interest, dividf’iids or 
other annual profits or gains, previously to the passing of the Act 
imposing the tax for that year, and tax has not been charged thereon 
|or deducted therefrom, or has not been charged thereon or deducted 
Itherefrom at the rate ultimately imx)OBCHl for the said year, the 
amount not so charged or tleducted shall be charged iinrler Schedule 
D in respect of those payments, as profits or gains not charged 
by virtue of any other Schedule, under Case VI, of Schedule D, 
and the agents entrustetl with the payment of the interest, dividends 
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or other annuaJ pn)fils or ^<ains shaJl furnish to the Commissioners 
of Inland Revenue a list coiitamiiig the names and addresses of 
}the persons to whom jiaynients have been made and the amount 
of 1ho.se paynnsiis, upon a rec(uisitioii made by those Commissioners 
in that behalf (§211 (L). 1918). 

Any person liable to pay any rent, interest or annuity, or to 
make any otlnn* annual payment, shall be authorized to make any 
(lodnelioii on account of tax for «any year of assessment which he 
has failed to make previously to the passing of the Act imposing 
the tax for tliat year, or to make up any deficiency in any such 
deduction ivliich has been so made, on tluj occasion of the next 
payment of the rent, interest or annuity, or making of the other 
annual payment after the passing of the Act so imposing the tax, 
in addition to any other deduction which he may be by law 
.authorized to make, and, sliall also bo entitled, if there is no future 
'payment from which the deduction may be made, to recover the 
sum Avhieh might have been deducted as if it were a debt due 
from the person as against whom the deduction could originally 
have been made if th(' Act imposing tax for the y('ar had beem in 
force (§ 211 (2), 1018). 

Tho last -jiaragrai)!! a7)])lie.s also it) — 

(a) any prefereiu'e dividc^nd (st^e Ik‘Iow) from which a deduc- 
tion of tax may be made uiuh'i Itulo 20 of the Cieneial Rules ; and 

(h) any payment for or in res|)eel of copyright to whieli § 2/>, 
Finance Act, 1927, app]i(\s , aii<l 

(a) anv royalty, or other suiii paid in n\spect of the user of a 
patent (§ 12 (2), 19H0) 

The ex]jrcssioii ])reforeiu*(' dividond,” as used 
above nieaus - 

(a) a dividend payabh* on a ])i*eferre(l share at a fixed gross 
rate per cent . or 

(b) Avhen^ a dividend is payahlo on a preferred share partly 
at a fixed gross latc* pi»r iKMit. and ]>artly at a variable rate, such part 
of that dividend as is payable at a fixed gross rate per cent., 
and the expression “ share ” includes .stock (§ 12 (4), 1930). 

Ordinary and other dividends arc thus excluded 
from the rules so far stated. 

Where on payment of a dividend (not being a pieference 
dividend within the meaning of this section), Income 'Fax has, 
under Rule 20 of the (Jeiieral Rules, been deducted therefrom by 
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reference to a standard rate of tax greater or less than the standard 
rate for the year in which the dividend became due, the not amount 
received shall, for all the purposes of the Income Tax Acts, be" 
deemed to represent ineoine of such an amount as would, after 
deduction of tax by reference to the standard rate last-mentioned, 
be e(jual to the net amount receiviyi. and for the said purposes 
there shall in respect of that ineoiiu^ be deenu'd to have been paid 
by deduction tax of such an amount as is (H]ual to the amount of tax 
on that income* computed by ref(T(‘nc(‘ to tlic staiubpd rate last- 
mentioned (§ 12 (3), 1030). 

Kfir the Rules applying to 1031-32, .vcf Appendix W 


'Illustration. 

(1) On 12th April, 1030, U l^td , declared and paid a dividend y 
fortli(* half-year ended 31sl' March. 1030, ii]ion its (i'*!, Preferences^ 
Share's Tlu* increase in the Standanl Rati* to 4s Oil was not then 
knoun, and Ineoini' Tax was accor<lingl> dcdiicti'd at 4s. Od., the 
rate for 1029-30 In paying tin* dividend to 301 h Sepl<*ml)er, 1030, 
.the conijiany had therefore to deduct, tax at o/ Od. in the £, being 
|48 0(1 plus Od under-derlueted in April. 

If a sharebolder iii the meantime had sold his shares, tins now 
/holder would suffer the additional di'duction, but this would be 
taken into aecount in fixing- the transfer puce of the shares. ^ 

(i) On 12tli April, 1030, J> Jdd., also declared and paid a 
dividend of 12% upon its Ordinary Shares'^ X., the holder of 
1,000 £l shares, therefore received adividi'iid made np as follows : — 

£ H. d. 

12% on 1,000 shares of £1 each . . . . 120 0 0 

Lesa Income Tax at 4s Od. m £ . . 24 0 0 


5iet amount £00 0 0 


X. must include in ins Return tins iic‘t amount gn).s.sed up 
as if it had suffered tax at 4s. Od. iii the £, i.r., as it it were a gross 
dividend of 


20s. 
i;*)/od. 

Less tax at 4 h. Od. in £ 


£06 


i;i23 17 5 
27 17 5 


£90 0 0 

If X. is exempt Ironi tax by reason of allowances, he can 
..reclaim £27 17s. 5d. although only 124 was deducted. On the other 
hand, if he is a Sur-tax jiayer, then he will pay Sur-tax on the 
k£3 178. 5d. excess. 
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§ 14. —Reserves for Income Tax. 

(a) Private Firms. 

Owing to tJie iiigh rate of tax, it is often thought 
desirable for jn-ivato firms to make a reserve for the 
Jncorno 1’ax payable before dividing profits, but this 
presents some difficulties, since various complications 
■are introduced owing to the fact that individual 
partners may have different claims in respect of 
life assurances, allowances and deductions.* 

Notwitlistanding this, the reserve can, in most cases, 
be estimated with sufficient accuracy, and the best 
method of dealing with it is to debit each Partner’s 
Current Account with the ap^u’opriate part of the 
reserve applicable to him, and to credit the Income 
Tax Reserve Account, in the name of each partner, 
with tliat amount. When the tax is paid, the actual 
jamount applicable to each ])ai'tner should then be 
jcliarged to his sepai'ate Reserve Account. The balance 
iof tliis account will then show, at any time, the amount 
leach partner has in hand to meet Income Tax liabilities. 
■ ; Where this is not done, a general Income Tax 
Reserve shoidd be credited by debiting the Profit and 
Loss Account. When the actual tax is paid, the tax 
should be a])portioned over the partners as above- 
mentioned, and debited to theii’ CuiTeut Accormts, the 
reserve for Income Tax being vTitten back to the 
credit of the Partners’ Current Accounts, in the pro- 
Iportion in which they shore profits, and not in the 
|proportion in which they share the tax. 
i ) On any alteration in the shares of the partners or 
in the constitution of the firm, any balance standing 
jto the credit of the Income Tax Reserve Account 
jshould be Avritten back to the Partners’ Accounts, bn 
fithe basis on which it was credited. 
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I ' It is perhaps more usual, however, not to create 
any separate Reserve Account, but to compute the 
amount which each ])arlner must leave on CuiTent 
|Account to meet his share of the fii’in’s income tp,x 
liability, restricting cash di’awings accordingly. 

When making reserves for Income Tax, it should 
particularly he remembered that the reserve should 
be provided only in respect of amounts upon which the 
concern itself is liable to bear tax.. Thus, so far as 
income Tax has been suffered by tlcduction at source 
or is recou])able by deduction from charges under 
Rule 19, General Hides, a re.servp is not nei'cssary. 
iA reserve must be made for Income Tax deducted 
■under Rule 21', but not yet paid over. 

The whole point to consider is not what Income Tax 
a firm will pay, but what amount must be reserved for, 
.in respect of their o-wti ])rofits. 

The following Illustration demonstrates the appli- 
cation of the above remarks : — 

Illustration. 

& l'\ Jones started business on the 1st January, 1 93J. They 
share profits and losses equally, and introduce an eijiial amount of 
capital, viz., £10,000 each. A. Jones is married, with one child 
under 16 ; Jones is single. Neither has any other income. 

They desire a reserve to be made in resjH'et of Income Tax and 
submit the following Profit and Loss Account showing the result 
of their first year’s trading. All charges are payable quarteily 
on 31st March, 30th June, 30th .September, and Slst December. 

It is desired to show — 

(1) The Appropriation Account. 

(2) The Current Accounts. 

(3) The Income Tax Account. 

(4) The Royalties Account. 

Ignore Schedule A tax, being wholly deductible from rent. 
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\ & F JONES 

i’ROFTT AND LoSS AGCOITNT FOR TUE YeAR ENDED 
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I^oUs,— 

, (a) The charges deductible are tluxse payabk in the year of 

asRcssmeiit. 

(6) Where charges are paid out of earned iiiooiiie, the earned 
income allowance is restricted to one-fiftli of the statutory income 
since this is less than the earned mcome, and allowance cannot be 
I granted on an amount which is being paid over to some other 
I penson. 


r 


PiioKlT AND Loss ArrHO}*Ri VI tos Vunrsi 
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H<is m.tii:h .Vicoi'mt 
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NotiH to HhtstHltiofi 

^ ( 1 ) Tax on IlnyallU'S on ratontri whould lio (lorlnotofl at the 
tinn* of [wivnif'ni (Uiilo H), (Jonoml Kules). 

( 2 ) 'IIk' 1 u\ 111 n‘s]M*(*l of tin* Annuity, Intoivst on Loans, 
and Royalties will Im‘ colleeted at tlio source, Le., from 
Messrs. A. vV F. .lones eonseijin'nlly they w'lll not have 
paid over to tlie various partu's the ^ross amounts as 
shown in the Profit and I^oss Ac<‘oiint, hut mcr(‘l\ the 
net amounts, t • , less 'l’a\, as shown, for instance, in the 
Royalties Aieount aho\e ^ 

(!<) As this Firm eoiMiueiiecsl hiismess on the Istdiinuary, 

thi'V will he liaule to tax loi tin* jieciod Iroin 1st .Tanuary, 
te r»th Apiil, 1033, in lespeet ofthe fiseal yiMir 1032-33. 
It is usual to l\iep the matter of llie first Jissessmcnt 
open until thi* first aeeounts are a\ailul>le. Stnelly, 
the tax for 1 ‘.132-33 should he jiaal on Ist tlanuary and 
1st .luU, l‘»33, hut III piaetiee this also would he kept 
open until till* aeeounts weie a\ailahle and the propc‘r 
^sesanu'iit made. Onh three-quarters of the 1033-34 
tax i.s reseiwisl foi. sinee the as.sessmeiit relates to the 
\ear fioin tith A|miI, 1033 to .Mh \pril, 1034, and only 
a period of nine months of tins year falls into the 
aeeoimtm^ >eai ended 31sl Deeeinher, 1033 


(b) Limited Companies. 

In the ease t>f limit ed ( uinpanies, tjie high rate 
l'. ;|of tax remlew it desirable that a reserve should he 
^ imade. The fiseal year, extending from 6th April to 
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5tl» April, rawly coiiicith's with tJie financial year of 
the company, and wlicro reserves aiv made it is usual 
to ])rovide at least for the portion of the fiscal year 
accrued u]> to tlie date of tJu* balance sheet. In 
an’iving at the rescrv<‘ it somctim<*s thou)];Jit 
nei-essaiy to provich' ooly fi*r the amount payable 
less any snms that will be rccoupcil during the 
remainder' of that fiscal year from shareholdei’s wluw 
tlu' dividends are payable less tax. 

Since liieoine Tax is <leduetibl(> at the rate in force 
at the dale nlieii the dividends, interest, et**., become 
]>ayable, Jnn\e\ ei , it is eomiuou pr.ieliee not to take 
credit for tax until it is actually ns onped, except per- 
haps in theeasi- of dividends ]»av.ible immedialely after 
the date of reserving. Where no tax is payable in any 
year on direct assessments or by deduction from taxed 
income, full reserve must be mad(' for any tax ileilueted 
by tlie company whieli will be assessisl under Hule 
^1, tleiieral Rules, in respi'ct of inter<*st, etc., |)ayable. ' 

If it is tlie custom to d<*elar<* dividends “free of 
tax”, and tlie date of the balaiu'c slieet is jirior to 
the 1st .lauuary, allhougli liu-ome Tax is not ;^-et <lue, 
tlie tax aeemod to tiiat date sJioiild lx* reserved 
for. since. tJie dividends are ]>aid *’ free of tax”, 
no tax can be reeou])e»l from tJie sliareJiolilors, and 
tlie whol(‘ of the tax ])ayalile will be ehargeablo 
against tlu* I’rofit and Loss .\eeount. Where „ the 
assessable ]>rofil is large, the sum jiayable will be 
I’onsiderable, ami if not brought into account, tlie 
balance of available jirofit miglit ^H^rmit of a Jiiglier 
dividend la'ing ]>ai<l than would have lieeii the ease 
had provision been mmle for the accrued tax. 

As has alreaily })een stateil every diviileud W’arrant' 
Itemed by a company must show' the gtsiss amount of 
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Ihc »livi<lrn(l, tin* nitc and amount of Tnoorne Tax 
apjiriiprialc llioivto, and tho net amount actually 
paid (ji Tins is particularly important in 

rcs[>cct of dividends “ free of tax," in which ease the 
anioiint paid represents a net sum — i.e., a dividend of 
“ free of la\ " paid m ItKlIMH would be shown : — 

dross . . .. £10 0 0 

/.ml.iviil.') . to 0 0 

\iiniiint . l.'lO 0 0 
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Methfjd 12). 

The f)Tily differi'iK'o would bo in tlio rp«i*r\os wliieli w«>uld 
tako into account ta\ rorcuifiablo from tho Pn^fon-nco dtvjdoiid 
payublo on loth .laniiary 

1'h(‘ opening Soil, 1) would 1 m* . 

As^K'ssniont at Ti 0 0 

Lt/is Ko( laipalili* f'.un Prrfvirni i* 

di\ idomi, £720 at o ISO O O 

f2.:i2o o i) 

Itfsorvo- -Niiif iiioiiilis' pmpoition lln‘H'of 1 * 1,710 O 0 

'I’ho closing rcsc‘r\<‘ would 1 m‘ ^lIlnlJlrly computed It is not’, 
praoljcahlc t(j maki* luniutc adjust iiuMits for iiccnicd mtvrcht, etc, ^ 

§ If). Assessment of Share Profits. 

WJiert' jivofits aic iiWHlr (mi llif pntiiiol ion of a 
roiniiany aiul tlicM* t<il<c (In* form of -'li.iifs ishiinl as 
fully ]iiii(l, tJi( u.'.nal nmlloMl of ilfulin^ witli tin- asM*ss- 
iiH'iil in i<*h))cft llicicof l^ oiIImt Io jiav(> llic shares 
valmsl, ta.\ luniifi iiaid on any vxeos^ of such value 
over tiu' a<tual cost to the parties of ohiaining the 
shares, or for the assessnuMit to stuiul over for a |U‘ri(Mi 
of tJiree years, tJu parties to a«‘eount in the meant line 
for any sliares sold hy them during tJiat p<-riod, and 
if sueli sliares are sold at a [>rn'e execediiifi the cost 
thereof lax to he ]iaid on Die excess. At tJie end of Die 
perioil tJie sliares remaining' unsold to lie valueil at 
a ]>riee to he af^ieisl hy the ( 'oniinissioner-' aeeoiding 
to any evidence that may he availahle, such as rates 
of dividend paid, marked fpiotations, etc., and tax to 
he paid then on the amount hv which such valuation 
exceeds the oripnal eijst. 

It would seem, therefore, hy analogy, that if ]>rofitH 
of. this nature are assessable in Die first iiuntanee, and 
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it 1)0 f<)iiii«l oil (III- final valuation that an actual losa 
has lN>(‘n siistnincd, sin-h loss should bo charged against 
profiU under Seliediilo I), blit it is more than probable 
tlial the ( 'oininissioners would resist such a contention, 
on till' grounds that such transactions do not fall 
within the deseri|)tion of a trade or profi'ssion (Cases 
I and II. Schedule 1)), but an* within Case VI of 
Schedule I); and the los.s('S could therefore be utili.sed 
and carried forward only against Case VI assessments 
(«cc Chap. VII, § o). 

Where a company declares a diviih'iid to be 
satisfied by the transfer of shaies or stock in otJier 
comjianii's held by the eoiupanv as an investment 
(termed a “ sen]i dixidend”), the amount thereof 
must be tieated by the recipients .is a “free of tax ’’ 
dividend of .in amount eipial to thi* real value of the 
shares or stock so transferred \. (Ituirdiun 

luri’fihin III 'I'm, 'll ( I!t22), ST.C. ItiT). Where the shares 
eannot be readilx \. lined the amount of the gro.s.sed 
dividi'iid as declared must lie uicluded in the return, 
any adjustment being iiiaile when the shares are sold, 
or at the cud of three \i*ars, similarly to the position 
ex]*lained above. 

§ Iti. Error or Mistake. 

If any person who li.is paid tax charged under an" 
assessment to lueome Tax madt* for any year under 
Schedule 1>. or ;ieeording to the Itules applicable to 
that Seheilule, alleges that the a.sses-.ment was exces- 
sive by reason of some kukok cm .mi.staKK ix thk 
RKT rRN OR ST\TKMK\'T (i -f/., accounts) made by him 
for tUe pui'jxises id’ the as.sessnu'iit, he may, at any 
‘ time not later than six years (!| 27 --102(t) after the end 
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of the year of asaessnu'nt within wliieh the assessment 
was made, make a*n apjdieation in writing to the 
Commissioners of Inland Ueveniie for relief. 

On reeeiving any such applieation Ihe Commissioners 
ot Inland Revenue in(|inrt' into the matter and give 
liy way of repaynnait siu-l* relief | including any eon- 
.aapiential relief from super-tax) in respect of the 
error or mistaki* as is reasonahle and just ; hut no 
ndief \iill he given in respee* of an error or mistake 
as to th(‘ basis on uliieh th(‘ liahilit\ of the applicant 
ought to have heiai eomputed where the return or 
stati-nieiit was in fact made on the hasi< i*r in aeeor* 
daiiei' with the practiei* gi'iierally pre\iiiling at the time 
when the return or statement was made. 

In det(‘iminiiig any such application the Com- 
missioiKU's of Inland Revenue must have regaril to 
all the relevant eir<Mimstan*‘es of tlu* ease, and in 
jiartieiilar must consider whether the granting of 
reli<*f would result in tlu* exclusion from ehargi; to 
ineome tax or sur-tax of any jiart of the jirofits or 
income of the aj)j»lieant, and for this purpose the 
< 'oinmisMoners may take mto eonsidcrat ion the liability 
of the applicant and asse.s.sments made on him in 
re.spei't of other years. 

Any peixoii wlui is aggrieved by the determination 
of the {'ommissioiiei’s of Inland Rev<*nue on an appli- 
cation made by him may, on liiving notice in w'riting 
to those Commissioners within twenty -one days after 
the notification to him of tlu-ir determination, appeal 
to the Sjieeial Commi.ssioners. 

I'ho SjH'eial Commissioners must thereujion hear 
and determine the apiioal in aeeordaius- with the 
principles to he followed by th<’ CoiniiiissioncrH of 

o 
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JiiIhikI |{(•v<■nuf• in <lft<*rnuninK applicatious under 
the H«*( fi(»n and, subject lliereto,' in like manner as 
III the ease of an appeal to thorn against an assessment 
under Sehf'diile I), and the provisions of the Income 
'l’a.\ Alts relating to sneh an appeal (including the 
provisions relating to the statement of a ease for the 
opinion of the Ifigh Court on a ])oint of law) apply 
aeeordingly with any n<*<*essarv modifications; hut 
neither t.he appellant nor the Commissioners of Inland 
HeveniK* are entitled to reipiire a ease to he stated 
for the opinion of the High Court otherwisi* than on a 
point of law arising in <-oim<‘etion with the computa- 
tion of profits or ineome {§ 24—11)23). 

Till* above provisions apply to any assi'ssment to 
sur-tax (§ 42 (3) 1!)27), and to assessments under 

Schedule K{§4ri(8) 1927). It should he noticed that 

the relii'f is in respect of error or mistake in the 
return or statement made hy the taxjiaver. Where, 
therefon*. he has made no return and estimated 
assessments have heeome hmding, he (‘annot after- 
wards avail himself of the section to ohtam relief. 


iiii 
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Schedule D. 

('A.SK.S IN. IV Asn V. 

^ I I M nMI MI I \( nn \IN A MV I Ar \ AJ I I 

2 KmUHi.N \M» JImMIMmn ViimIII's 
tn I IlnriiK il« (•! 'I a\[ i(\( t 

I Icix !• Ml 

(' I 1 <l|| ' I («1 Ml MN 

t(l) I tMijiiinttii iint) I oivii'ij >SiM 

(M I I'ohP^'Shiuiit' 

tf) ( 'tisr i oi ( ‘iis«* V, Sill I) 

('/I 1 a ;:al 1 )«M isiniis as tn cainofj liiiiouil. hiil 

111 llu* I riitcfl KiiiH;<loiri 

</<) Pi niilH t-niiiiMi iii llir 1 'iiiI«mJ K iiii^'(l<irii hv jNiThciiiM not 

It thcTniii, 

{j \ Ml ih(i(l fjf Xi^m'Nsinofir oi Snu KihiflrniM 

{k ) I rjii 1^1 ( ri iiiiiiini.; |i|f>lits |iiiitl; in and fifirily 

'MlThnii* (111* t'llttl'il Kill^'dMJii 


O 2 
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CHAITKIl V. 
SCHEDULE D. 


Cases HI, IV and V. 

§ I. Income of Uncertain Annual Value. 

I'lulcr Ciisj' III of Sc1k‘<IuIo I) is assi>ss(Ml income 
from War Slock (cxc<‘|)t li(*aicr Bonds, winch are 
taxed at sonj'C(‘) and Kx< Jic(jucr Bonds; tlKMliscount on 
'I’rcasiiry Bills; haidi atal oilier short loan interest 
from M’hicli lux is not deductible at source, not being 
“ yearly interest ” ; dividends from ])ubhc revenue 
not exceeding .€2 Ids. Od. per half-year (since tax is 
not deducted at source tlierefroin ), and Interest on 
Post OtVice issues of various (Sovevnmenl Stocks {see 
Chap. Ill, ii :t). 

'I'ltlas, fines for r<-n(*wal of lease's, etc. (asst'ssed 
prior t«) Iie27-2S undeT Selu'dule' A), profits em all 
securities bearing uiten*st payable out of the public 
reve'iiue (except those' elmrge'el unele'r Scheelule ('} 
anel em all intere'st eif inemi'y ne»l being aniund nderest 
])ayable e»r jiaiel by any la'rson w liati've'r, are charged 
uneU'r tins Case'. 

H the Ceimuxissieme'rs finel that lanels e-havgeal muler 
Scheelule' B on the assi .usable' vedue', anel vhich are 
wevqiied b\ a eh'aler in e-attle or ei. ele'.de'r in e>r seller of 
milk, are uisuilie'ient feir the keep e>f the e-extile bremght 
on the lands se-. ruAT the assessaiile valck affords 
NO ji'NT ESTIMATE oi TUK I'Ren iTts, they luay rcepiire a 
stateine'iit e>f the pieifits te> be delivereel and charge 
uiieler Cast* III the' e.xet'ss of the })rofit.s over the 
Seheduk* B assessment. 
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For 1933-34 onwards, any /sharp interest^ or (loan^ 
interost; paid by a po-o|MTativ« society or similar 
registered society is «-har};cabI(‘ on the recipient 
under (W 111 (§32 l‘»33) {.we Chap. IX, § 7). 

TJie basis of assessment under Case III is similar 
to that umler Schedule K. 

'riie assessment for tJie year in wJiieli tJie ineomo 
first arises i> on tiie fid) amount of Die profits or ineomo 
arising witlun tliat \ear. For tlie M*ar following 
the year during w Jiieli t lie income first aro.se tlie liability 
is to b<‘ based upon Die nu om<* of Die y«‘ar of as.sessiiieiit, 
unless tJa* income fust .irose on tlii' (>tli day of April in 
tlie jiri'ceding year. If tJie iicome first arose on the 
<)Di day of April in the pi«‘eeding year, or on some day 
other than the dtli day of April in the year next before 
the ])reeeding year, the taxpayer is mititieil to claim 
fithat tlie assessment sliall be reduced to tlie actual 
ineonu' of the year of asses.snient. If the lax lias 
already lieeii jiaid. the claim is for re))aymi>nt of the 
e.vess tax fiaid. This claim must be inaih' to the 
lns])eetor of Taxes within twelve inonDis after the 
end of the year of assessment. 

The above mav be suminarisisi thus : ■ 


Mill'll Iru onic 

Vi 11 » Ilf 

M/iil- III 

fir^it arosi- 

V'‘-i -'•mi 111 

Xftiiitl Ifn nrrid no i i\iw| (luring 

fitli Api'l. ISIHO 

llfji 31 

Yi'iii 1 idI.mI .‘,tli April. l'r?J 

t • »# 

ItMl ‘!‘J 

^ f iir • rifji rl ,itli \)>rit, I'dltl.or 


Ili-JJ 33 • 

^|‘ur 1 iiilwl .illi Xjiril, 10,317, if 
t liiirrif iJ \,\ lfi\|i.i\f'i 

Yf *ir r>ili \pnl, 103- 

\firf r»lh 1^*30 uihI 

fitli April, 1031 

1031I 31 

Vi'rtr fDKlrrl .'dIi April, 10.31. 

«« *• 

1031 \2 

\inr iiirl.il :.fli April, 1032 


1034-33 

Vi*nr <1 "ftl. Xprif, 1032, nr 


1033 34 • 

Vi ar crDlfol .’mIi \priJ, 1033, if 
i lainw i( Ia l ixfDiviT 

Yrftr fri'iiul .'iili April, 1033 
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In all Htiltsf-qiicnt years tiic basis of assessment is the 
actual income received fluring the ])reoeding year in the 
same way as* above* (§ 17 — 1922) ; but see below 
for adjusiraents necessary when the source of income 
c(‘fises. Income 'Pax is chargeable on tlie basis of the 
inc<>nic of tJu! precfiding year even if no income arises 
from llie source* in tlie year of assessment (§ 22 — 1926). 

If in any y(‘ar of nss(*ssm<“nt any ])ci‘son chai'ged 
or cJiargeablf* in n's^iect of any income under Case Til 
ceases to possf'ss any fiarticular source of any such 
income or any part of any sucli source, Income Tax 
in n'speet of flie incoim* from that source or tjiat jiart 
is to b<> computed s<*])aralely, and the assessment for 
the year in \vhich the source or jiart is dia])osed of 
is based upon tin* incoim* then'from arising 
from 6lh April in that year to the date of ceasing 
to possess such source or jiart. The ( ‘omniissioners 
of inlami l’c\cnuc may then raise* an additional 
assesHim*nt t(» bring the ass(*ssmcnt for tJie -jicnul- 
timate* >car up to the* actual inconu* of that year 
(§ :I0 i92(i). 

If in any \car any jicrsem H« »|uin*s a new source 
<*r an addition to any source* of income, tin* assessments 
thereon nuisl be nnulc in a»*ce>rdance* with the rules 
alreaely stated above for new sources (§ 90 -1926), 


Illustrations. 


(<i) A. had £10,00(1 on (Icposit at Ins liaiikcrs. (Jn 31at March, 
1931, he witluln'w £4,(K)0. The interest rec‘ri\'ed was as follows — 


Yearenileil Mareh, 


>• II II 

•t »• II 


II 


^ 929 , 

1930 , 

1931 , 


£300 

£320. 

£2W. 


II 
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The asriORsnienis would be aa follom ; — 


Amended to : 

i)fiji;iiiiil On On 


Year 

\sH'-<4SiniMiK 

Il'JI oil 

lil>ll<<-.ll 

ulthdtawn 

Total 

l»29-30 

£3fM) 

■ £30<t 

- £IS0 

- £320 £I2S 

i\ms 





fbeini; |K'niiltiinate 






\t‘ur ) 


1930-3I 

£320 ;; 

£32U 

£192 

£2S0 £112 

304 

1931 -32 

-I 

1 u 

£2HU 

- £lliS 


108 


Thorr»after, IIk* ft‘4*<e^^Tneiith will be the iiieome linking 

in the preeedinjr year, •^inee unl\ the is then uivoIvimI. 


{h) M had on (b'posit at hhs banker's ( )n 1st ilanuarYp 

he d(‘|)osil<‘<l <1 furfluT '('he intin'est eredited to lilA 

(’niT(‘nt Aeeonnt was as follows 

Veai end«‘d ,‘tl.st l)eeeinber. 11)211 . . . . £29^ 


Half. 

M iir cnili'il iioth 

.lime, lOi 

:io 

140 • 


.‘list 

|)e(*einbrr 

, 1030 

]m 


„ 3(lth 

.lime. 

1031 MIL £|0,0<K) 

150 




on £r>,(H)0 

00 

• 

3Isi 

Deeembtn 

, 1031 on £|0,(M)0 

155 




on £0.O(M) 

03 


\ .1 T-lin llt.% tifi 

i III OIN) 

On 


1030-31 

Iheeetiini' Year 

£200 

\il, no ineoine liav 

ini' lieen 




reeei\ nd 


1031-32 

flo 

£300 

Attiial iiieonie of 

year 




£183. 


1032-:13 

dt. 

£3o:, 

Freeetlin;/ year 

£|H3. 




'I'lils iiia\ be if‘i 

iiieisl tr> 




‘ aelual ' if If 

'ss tinin 




11 S3 



' 'Fherefifter the ineurne fioni tin* ilb,(MKi wjlJ be assessed on tho 
pn'cedin^ \ear” bjisis. For piiT|H>M-s of Ineorne 'I’.ix, de posit- 
interest IS taken to arise where it isaeiually* reditiyj to llieaeeount 
of the dc^positor. 

\Vlu‘r<‘ Ji s<.<'uritj', carryiiip int<*n‘s1 wjiit h i.'' )(ayal)lo 
without (leUuotion of tax. is sohi nnn <)ivi<lcti(l i-<*twcen 
two (livitlfnd dates, Sip ]»oii;iou of tin* purpiifiso 
■ price rppresputing the accrucfl iiit«T--ht to tJic date of 
sale is not assessalile to Income Tax in the hands of 
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the vpnflors (Wiymcm' v. Summerso7i tk Sons (1925), 
i94 li.rl.K.Ii. TIh' recijiient is assessed in respect 

of the full dividc'nd or int<*rest in such cases. 

'I’Im' proportion represcntin}^ interest included in 
instalnu-nts on a moiu'ylender’s promissory notes, 
rcccjv'cd fif't<‘r Ins death, is ass(“ssable under (-ase HI 
on his le^al j)ersonal representative {Bninelt v. Ogston 
(I9.‘10), If) T.C\ .‘{74). 

Wh(TO V'ietory Honds are transfemsi to the ('om- 
tni.ssion('rs of Inland Itev'emie in ])ayment of estate 
duty, the jieenied interest forming ])art of the 
value at which the Bonds are aeee]>t(“d is not assess- 
abh' to Income 'Pax (Monks v. Fox's Kxcvnfors {192S), 
i:{ T.C. 171). 

§ 2. Foreign and Dominion Profits. 

(a) Domicil of Taxpayer. 

By domicil is meant the place of abode of an 
individual to whi<‘h. when abs(*nt, he int(*nds to return. 
It may be a uomn il of onjim i>r choice. 

The ilomicil of origin is not tiu' actual ])lace of 
birth, but that arising from a mairs birth and rou- 
iHH'tioiis. Thus the dtunicil of origin of a son »)f 
an Kngli.sJi fatluT follows that ot tlie fatlier, even 
thongli tlu* cJiild be born abroad. 

The <loini(‘il of origin (‘annot be lost In being 
merely abandoned, but remains the domndl of the 
individual until a new one is acquired ; aiul therefore, 
in oriler to sub.stilute a domicil of choice he must 
ac*quire siudi new domiidl, ami abandon liis domicil of 
origin or i»revu»us domicil of choice, after manifesting 
his intention to do so (SonurriUe v. Sonnrrilk, 
5 Ves. 75tt; Bonnrval v. Dc Bonniml, 1 Curt. 864). 
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If, liowovor. tlio iloini»-il <if is abandoned thy 

domu'il of oripu i i-mm's < A’lwf/ v. Forurll, < M). olS). 

A doimoil may alNo Ik- ,u-t(uir<‘d hy o|MTatit»n oi law. 
e.g., until com^jurativt-ly m-»*ntly a doniiril in India 
W118 at law a donncjl in l*!f lVo\inc(' of t’anlyrhury. 

Prhud fticif' tin- ])lact‘ •*f n-Mdonr-i- is llu* doinit-il, 
hut this may ho ichulti-d. A man mav havu tliffi-ront 
residoncos in difh-rnit (ountri*---. and yot ho will 
havo only ono loj^al doinioil {('unjiir \. ('uihrnlader, 
(1904). jVr.C. 107). 

Thus, a man may lx- n-sidont in tliis oounlrv and 
oaiTyni}! on husmo^.s In-ro, witlioiit ha villi' ahandonod 
his foroign domioil or his ultimati- intontion loroturn 
thoroto ; and, wlnlo ho is siihjool to taxation in tlio 
ordinary way on tJio profits ilorivod from his Kni'lish 
husmo.ss. Jio n<-\orthol('ss ni.iy jrain a doiddod advantai'o 
in connoction \utli his toroif'n profits. 

(b) Residence of Taxpayer. 

A iiorson ordinarily ro.sidont in tlio I’nitod Kini'dom 
IS as.sessahIo to income Tax, ovoii thoui'h tom]iorarily 
ahsont for somi* portion of any yoar. I*ul if ho has 
retained a foroif'ii doninil his liability in rosi»oot of 
foreign income xvill ho ({uniifii-d hy tliat hict. 

A person is not chargoahlo to tax under Soheduh- I) 
as a person resiiling in the I'nilofl Kingdom, in 
respect of ]irofits or gain.s roeoivi'd in ros]M‘ot of 
possessions or securities out of the rnited Kingdom 
WHO IS IX THE L’xITKO KinOHOM lolt SOMK ’IKMI'OKXHY 
ruRPO.SE ONLY aiul not with a view or intint of 
establishing his wsidence therein, .ym) who H.xs not 
actually resiiieu in the Ignited Kingdom at one time 
or several times for a prriotl lujiuil in the u'hoh to 
six, months in any year of assesisment, but if any .such 
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jMTsou resides in llie IJniteil Kingdom for tlie afore.said 
period Ik- is so eliargeable for tliat year (Rule 2, 
Si'hednle I), .Miseeli{iiieou.s Rules). 

l’<-rsoiis not n-sident in the United Kingdom are 
lialile 1o .issi-ssment in so far as they derive income 
fioiii real or p(>rsonal estate, trade or em]>loymcnt 
in the United Kingdom (Ueneral Rules a])plicable to 
all SeJiediiles) ; witli certain exee])tions, no allowances 
or deduct ions can lie e.laiined by sueb jiersons (§ 24 — 
1020). 'I’lie f'xeeptions an- ilealt with in (*liapter 11, 
§ 1 ( 5 . 

' Residi-iiee is a ({iiestion of fact, to be decided upon 
by the (Vinunissioners. Domiiul aiul residence arc 
matters on wliieli .in ap|)(‘ai e.in lx- made to the S])eeial 
Coininissioners from a decision of the ( 'ommi.ssioners 
of Inland lleveniu' {§ 27 -1021). 

.V persiin can have l>ut one domicil, but be may be 
residiMit in se>i'nd countrii-s. 

Whilst tlu' provisions of Ruh- 2 (Seb. 1), Mis- 
eellaiH'ous RiiU-s), set out .ibovi*. are explu-it, it must 
be bonu' in mind that a pei-son of foreign or Dominion 
ilomieil who eonu-s to the I’nited Kingdom more or 
less regularly may be held to be resilient tli(*rein even 
if in any one year he does not remain in this country 
for six nioiitbs or more. The reasons for such visits 
are really immaterial, and after three or four years 
of sueb visits (even of, say, three months jier annum) 
it may be looked upon as being part of bis normal 
and liabitual manner of life to resale liere. Where 
Ids arrangements indieated from the start that regular 
visits for substantial ]ierit.Mls were to be made, be would 
be reganled as resident as and from the first year. 
Uesidenee <loes not imply kce]>ing uj) an o.stablisbment ; 
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the physical fact of bring in the country', e.g., living 
in hotels, etc., is just as iniicli resilience. 

The question of each year’s liability must be lookiMl 
at as jI se])arate issue, but the facts over !» ^x'rioil 
of years can be looked at so as to get the “ whole 
continuous story” as bearing on the year in question 
(lAretw V. ('.I.Ii. (192S), 13 T.C. 4Sb (sie Viscount 
Sumner’s judgment )). 

A ]ierson maintaining an l■^tabllslunenl here is 
di'cmed to lie resident here in anv M-ar in wliieli be 
visit.s this country, no matter for bow short a periiMl. 
Where a ])ersoii has beiai resident in the I'nited 
Kiiigdoni III tile ])ast. it is very dillieiilt for him to 
prove noii-residenee in any subsequent year, unless 
he is actually out of the country for tlie whole year and 
can ]irove that it is not Ins intention to return. 

A seafaring man, absent for the whole year, 
is still “le-'ident” if he maintains a residence or 
(apjiarentlv) a wife and family here ( /lOf/fTs v. Inland 
Revenur (1897), 1 T.C. 22o). Hut if he receives and 
banks his salary abroad, he will be assessed only on 
remittances under Case V, and not under Schedule K, 
as would be the ease if he received his salary in the 
United Kingdom. Seafaring east's, however, are not 
of general ap])lieation. 

A finding by the Commissioners of Ineonie Ta-V 
that a eomjiany which is registered abroad is resilient 
in the United Kingdom for the ]»urposes of assi*h.,nieiit 
to Ineome Tax, on the ground tjiat tlie eont’-ol and 
directing jiowers of tlie eoinpany are in Kiigland is, 
if there is evidence to sujiport it, i.oiie.lusive, [irovidod 
alw'ays that the Commissioners ]>lace the correct inter- 
pretation on the evidence { AnK-rinm Thread Co. v. 
Joyce (1913), 29 T.L.R. 266). 
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WJk'I) a ]1ers(in formerly not resident is held 
to become resident in any year he is regarded as 
resident for <he whole fiscal year {Hack v. Whitloc-k 
(10.‘12), 1 K.M. 7471. 

(c) Control of Business. 

The jilaei' from w’hieh a business is controlled is 
most im])ort.ant in certain eases, since, even though a 
business may b(f domiciled or resident abroad, if it 
is controlled from this country it will be deemed to 
be carried on hert*, and will be assessable accordingly 
under Case I, Schedule 1), Rules {De Beers Con- 
soli(Utled Mines v. Jloire (1900), A.(’. 455). {See 
Chap. V, § 2 {g) for further consideration of this 
subject. ) 

(d) Dominion and Foreign Securities. 

Under Case IV of Schedule 1) the ta.v in respect of 
income arising from st'curities in any ])laee out of the 
United Kingdom, is to l>e computed on the full amount 
thereof arising in the year ])reeeding the year of assess- 
ment, whetlu'r tlu* income has been or will be rc'ceived 
in the Ihiiteil Kingdom or ntrt, subject, in the ease 
of income not reeeiveil in the United Kingdom, to 
the same deductions and allowances as if it hail been 
so received, and to the deduction (where such a 
deduction cannot be made under any other legal 
iprovision) of any sum which has been })aid in resjiect 
■of Jncome Tax in the ])laee where the income has 
I'arisen (siibject to the qualification dealt with under 
Dominion lueome 'fax Relief in Chajiter X), and to 
a deduction on aecount of any annual interest or any 
annuity or other annual payment payable out of the 
income to any ])erson not resident in the United 
Kingdom. 
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The above Rule does not apply — * 

(a) to any person who satisfies tJie Commissioners 
of Inland Revenue that he is not <lomieiled in 
th(‘ United Kingdom, or tlial, I)eing a British 
’ subjeet, he is not onlniarily resident in tlio 
United Kingdom ; or 

(I)) to income arising from such securities as afore- 
said. which form ]>art of tlu* investments of 
the Foreign Lib* Assurance Fund of an Assurance 
Com])any ; 

the tax in any sncli case is to be compuled on a sum 
not less than the full am<mnt. so far as it can be 
<com])uted, of tlu* sums Avhich have lM'(*n receiv»‘d in 
the United Kingdom in the ])r«*c(‘ding year Avithout 
any deduction or ai)atenient. {Sec also Chap. X, 

§ 21, as to Irish Free State securities.) 

“ A security is a possession such tliat the grantee 
or holder of the security liolds as against the grantor 
a rigJit to resort to some [iroperty or some fund for 
the satisfaction of some demand, after whose satis- 
faction the balance of the ])ro])erty or fund belongs 
to the grantor. There are two owners, and tins riglit 
of the one has precedence over tlie right of the otlu'r. 
A share in a eor])oration docs not answer tlu* above 
description” {Sinr/er v. Williums (1921), 1 .A.C. 41, 
per Lord Wrenbury). 

“The expression ‘onlinary residem-c’ 

occurs again and again in tlu* Income 'fax Acts, 
where it is contrasted witli usual or occasional or 
temporaiT residem-e ; and I tliink tliat it connotes 
residence in a place wit Ji /some degree of continuity-'' 
and a])art from accidental or temporary absences. 
So understood, the expression differs little in meaning 



[Chap. V. 


222 IXCOME TAX. 

from tJic ^»'()rfTl ‘ n*si(U‘nce ’ a.s used in the Acts ; and, 
1 1 find it diflicult to imagine a case in Avliich a man 
wJiil(i not Tosident Jiere, is yet ordinarily resident here” 
(Lrirne V. rj.R. (1928), 1.3 T.(J. 486 per Lord Cave). 

“ I tlo not attem 7 )t to give any definition of the 
word ‘resident.’ In my o{)inion, it lias no technical or 
speidal meaning for tlie pur|)oses of the Income Tax 
Act. ‘ Ordinarily resident ’ also seems to me to have 
no such technical or special meaning. In iiartieular, 
it is in my ofiinion imyiossible to restrict its connotation 

to its duration If it has any definite meaning 

' I should say it means according to the way in which 
,a man’s life is usually ordered {Levenev. C.I.R., supra, 
per Lord Warrington of f'ljdfe). 

“ the word ‘resident’ indicates a quality 

of the yierson charged and is not <lt.scri])tive of his 
proyioHy, real or yiersonal. To ask where he has his 
residence is often a convenient form of inquiry but 
only as leiuling to the question : ‘ Then where is he 
K^sident himself V ’ ” {I/ysaghtx. C.I.R. (1928), 13 T.C. 
511, per Viscount Sumner). 

” if the peiiods for which and the conditions 

umler which he stays are .sucli that they may be 
regarded as constituting residence, it is open to the 
Commissioners to find that in fact he does so reside, 
'and, if residence be once established, ‘ ordinary 
residence ’ means in my opinion no more than that 
the residence is not ea.sual and uncertain but that 
the person held to reside does so in the ordinary course 
of his life” {ihUl, per Lord Huekmastor). 

<e) Dominion and Foreign Possessions. 

^ Under Case V of Schedule 1) the tax in respect of 
income aiising from stocks, shares or rents in any 
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place out of the United Kingdom, is to be coinj^uted 
on a sum not less than the full amount thereof arising 
in the ])reeeding year, whether the income has been 
or will be received in the Ignited Kingdom <»r not, 
subject, in the case of iiu-ome not received in the 
United Kingdom, to the same deductions and allow- 
aiuTs as are provided in Rule I of Case TV of 
Schedvde D. 

This Rule does not apply 

(a) to a ])crson who satisfies tJa* Commissioners of 
Inland Revenue that he is not domiciled in 
the United Kingdom, or that, being a Hritish 
subject, he is not ordinarily resident in the 
United Kingdom ; or 

{h) to the income therein described arising from 
the investments of the Foreign Life Assurance 
Fund of an Assurance (’om])any ; 
and in such cases the coin])utation is to b(“ madi‘ on 
remittances as in tlie case of ])ossessions otlier tJian 
stocks, shares, or mits {see also Chaj). X, § 2J, as to 
Irish Free State Possessions). 

Where a foreign company, previously assess(‘d under 
Case E, Schedule I), removes its control abroad and con- 
sequently the dividends received therefrom are assess- 
able under Case V, Schedule D, such assessments 
cannot include any dividends distributed while tho 
company was controlled in the United Kingdom 
{Bradbury v. English Sewuig Cotton Co., Ltd. (1923), 
A.C. 774). 

’ ' The tax in respect of income arising from jiosses- 
sions out of the United Kingflom, other than stocks, 
shares or rents, is to be computed on a sum not 
less than the full amount of the actual sums 
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rec(*ivc'(l in tlin United Kingdom from remittances 
payalde in llic. United Kingdom, or from property 
imi)o?'ted, oj- from money or value arising from property 
not iinpoHc'd, or from money or value so received on 
ei'edit or on ju-eonnt, in res])ect of any such remittances, 
[>ro|)ei't^', money or value brought or to be brought 
into the United Kingdom, during the preceding 
I year, without any deduction or al)atenient other than 
is allowe<i in Case 1, Se-hedule D (Schedule D Rules, 
Case V). 

It \\'ill b(‘ seen from tin* above that both leinittanees 
and <-onstructive rtunittaiu es attract liability, e.g., 
stocks ])in‘ehiused abroad out of the incomes from the 
■possession ami remitted to this country, settlements of 
contra, accounts, set-off, income imported in kind, will 
all count as reniitt inces. 

( Ih'ior to 15)27-28 tlie basis of assessment of income 
from foreign and Dominion securities under Uase IV 
was upon the inconuf reecdvable in the year of assess- 
ment, and from ])oss(*ssious under (.‘as(‘ V U])on a 
three years’ av(‘rage of tJie income r«*eeivable from 
stoi'ks. sliares and ii'iits, or a thret' years’ average 
of remittances fi’om otJier possessions. Further, for 
tiu' first three years of ownersJii]) of a Dominion or 
fon'ign possession, if tJie tax ])aid exceeded that 
winch would have been ])aid if tlie owner had been 
assessed for <-aeh year on tin* actual income of that 
year, tlie excess could be recovered (§ 26 — 1924). 
Tliese provisions M-ere re])eal(*d by the Finance Act, 
1026.) 

For 1927-28 and suceeeiling years, the Rules 
governing assessment in tlie early years of ])ossession 
of a source of income assessable under Cases IV or V. 
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and the discontinuance, of, additions to, and the 
sale of part of, a source under tliose cases, are the same 
as tJnxse already enumerated tor Case 111 {see Chap. V, 

§ D- 

All ju'ofits or income in resjHvt t*f ■which a person is 
chargeable under Case 111 (excluding the investment 
iiicome of Dominion and Foreign Life Assurance 
Companies, and the profits of eatth' dealers an<l milk 
.sellers). Case IV or Case V may be res])eet i vely assessed 
and charged in one sum (§ 30 -■ 1{)2()). 

Where any ineome previously assessable under 
Case IV or Case V becomes <-hargeable by deduction 
at source, the source is treated as discontinued, and 
the provisions governing discontinued sources a|>]>ly 
accordingly. Similarly, where income previously 
charged by deduction at source boeonn's liable under 
Case IV or V, it is treated as a newBourcc(§ 30 — 1926). 

, Stocks, shares and rents ileseribed in Kule 1, Case V, 
are, one source of income and not several sources 
{Dvjgines v. ForesUil Land, Timber and Railways Co. 
(1930), 15 T.(.*. 630), and one holrliiig of shares cannot 
be distinguished from other holdings , but in vie'w of 
the fact that additions and subti’actions are to be 
separately assessed, this jioint is of little significance. 
When a business formerly as,sesse«l under Case V as 
a foreign possession becomes liable under t.*aso I 
owing to c*hange in the ])lace of i-ontrol, it is not to 
be assessed as a new business ( Fry v. Burma Corpora- 
tion (1930), 1.5 T.C. 113), but us a continuing basinoss. 
When a business formerly assessed under C'ase I shifts 
control and liecomes assessable under Case V, it would 
appear that the Case V assessment of the first year 
should be based on the income of the previous year, 
subject to Bradbury v. English Eewing Cotton Co. 
(see p. 223). 
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The same principle extends to the income of an 
individual who comes to this country after residing 
abroad. If such an individual had a source of income 
outside this country before coming here, this source 
is not tr(‘ated as a new one for purposes of Income 
Tax {Bark v. Whidwk (1{«2), 16 i\C. 723). 

Under the Jicading of poss<‘ssions will come every 
source of income, excc])t such as tlie Li'gislature lias 
siiecifically termed securities. It includes, tliercfore, 
the interi'st which a piTson iH'sident in this countiy 
possesses in a business carried on and controlled entirely 
abroad by a foreign firm (('olqnhou)i v. Brooks 
(1889), 59 L.T. 850). An assessment under Case V 
in resjieet of salary’ and commission payable in this 
country und(*r a conta’act of (iinjiloyment as agent 
abroad for a Britiish comjiany, where the agent was 
resident in tJie United Kingdom, lias bi'cn Jield to be bad, 
.since the sahuy being paid in tliis countiy, no re- 
mittance was possible {Pickles v. Foulsham (1924), 
93, L..r.K.Ji. 197). lint in similiai' circumstances, where 
thesaluiy was poi/ffh/e abroad, tJic agent was held to be 
liable under (.^isi* V' on sums remitted to this countiy 
{Fleming v. Wilkinson (1925), 10 T.C. 416). 

f lic case of eni])loynients exercisi'd wholly abroad, 
the remuneration is ])ayable abroad, the as.se.sa- 
will be on remittances iindt'r Rule 2, ( 'aae V. 
alary' credited here is a “ reinittance.” Crown 
Is jiaitl out of the ]iublic revenue of this country 

sessable under Seheilule K, but an officer who 

serv/BS at a foreign station ainl d(K*s not maintain a 
resiftlonee in the United Kingilom maj’ claim to lie a 
iifuii-resident in any year in which Ids foreign service 
imcludea a eom])lete fiscal year. In such a ease as the 
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latter, a wife I’csidcnt liere may be assessed as a feme 
sole, but her liusband’s remittanees out of his foreign 
salai'y or ])rofits are not assessable 111)011 Jier. But 
alimony received In- a British woimui from a foreign 
divorced liusband Juis been held to be a receipt 
from a “ foreign possession ’* {('.l.R. v. Anderstrom 
(1928), 13 T.C. 482). 

It i.s provided by Rule 12, SelH'diile I). Cases I and 
11, that wliere any trade or business is carried on by 
two or more })ersons in ])artnei‘ship, and the control 
and management of such trade or busiue.s.s is situate 
abroad, such trade or business shall be deemed to be 
carried on by imtsous resident outside the United 
Kingdom, and the paitnership shall !>(» deemed to 
reside outside the United Kingdom, notwithstanding 
tlie fact tJiat some of tJie members of the firm are 
resident in the United Kingdom, and some of 
tJie trading operations of the firm arc conducted in 
the United Kingdom. 

In siudi eases the firm is assessable in rcs])eet of 
the trading operations I'onducted in the United 
Kingdom to the same extent as, and no further than, 
a person resident abrotwl is assessable in ro.s]H‘ct of 
trading operations by him within the Unitcil Kingdom, 
and the assessment may be matle in the name of any 
resident partner (Rule 12, .S<-ii. D, Cases 1 and II). 

In order that advantage can be taken of the.se 
provisions it is essential that the foreign operations 
bo under the control of the foreign partners and that 
the partnership ileed substantiates this fact ; the 
foreign profits will then be assessable under (Jase V. 
If, however, all the partners re.side in the United 
Kingdom the control «ill clearly rest in the United 
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Kingdom, and |)rf)fjls of the wJiolc business will be 
assessable under (!as(* I ; but tlie ])racti(.‘c is to exclude 
from tlie assesstiK'nl the share of a non-resident 
))artner in respee.t of prtjfits earned abroad. 

VVlu're a fonuf^n firm buys ^oods and a British 
firm sells tlunn on joint aceount, the whole profits 
of lh<! joint aee.ount an* ass(‘ssable as a ])artnership 
{Mordeti Itigif <(' AM-r/V/f/e. v. Monk'x (192.3), 8T.(’. 4.50). 

(f) Case I or Case V, Schedule D. 

So far as iiieojue arisinf? from any trade, manufac- 
ture, adventure or eoneern outside the Ibiited Kingdom 
is concerned, tax will lx*, charged under either Case 
I or Case \". Kor tlu* profits of a business to be 
'assessed under Cas(* V it is essential that residence 
and control shall be outside the United Kingdom. 

( 'onvers<‘ly, a business eairu'd on ])artly in and 
paHly outside the United Kingdom, even though 
legally domiciled outside the United Kingdom, v\nll bo 
assessable in respect of all the profits wherever made, 
if it is shown that it is resident and controlled in the 
United Kingdom. 

(6) Legal decisions as to profits earned abroad but assessable 
in the (Tnited Kingdom. 

The following an* epitomized statements of the 
prinei])al eases dealing with the assessment of foreign 
and colonial ])rofits. 

ShUi/ V Atlonii (IStiU), 2 Tux Cases 14ft 

All Aiiioncnii firm liuil a liraiich in Kiigl.uul managed by a 
resident partner who bought gooils for exportation to Anienea 
where all profits wen* made 

It was held that the firm exereised their trade in Anienca and 
j that their profits wen* not taxable except to the extent to which they 
were remittetl to this country as the share of the resident partner. 
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Cnhufta Jute Mills v. Xicholsou (1876), 1 Ex D. 428. 

An Englisli company earned on business in Tndia. Meetings of 
the company and of the English board A^ere held in England, but 
the actual business operations took place in India under the entire 
control of an Indian director (ap])oint(‘d under powers by the 
English directors) and managing agents ^loney was sent to 
England to meet expenses and pay ihvidends. 

The comiiaiiy was lu‘Id to leside in the United Kingdom and 
was liable in respect of all its jirofits. \\heiever made 

Crseyia Stilphtu Co. \ Xichohfw (1876), I E\ 1) 428. 

An Englisli company earned on business in Italy. 

The liinghsh <li rectors held inec‘tings in England, but there was 
an Italian boaid who (onducted all the ecunpany's biisiiiesHin Italy, 
one of tln» Italian <lirectors biung managing director. Moneys were 
remitted to England for the payment of English dividends. 

The company ^^as h(*ld to residi* in tin* United Kingdom and 
was liabh‘ in respect of all it.s jiiofits, \\lierc\cr made. 

ColquhouH \ . Brooks ( IS8b), 14 A])[). Tas th.'J 

Erooks, resident in England, >\as a slc(‘pmg partner in a firm 
carrying on biisim'^s in Austiuha. A [lortion (»f his profits was 
remitted to him and the remainder plac(‘<l to ins credit in Australia, 
The portion not reinille<l was not asse.ssable to Incomo I'ax, but 
the profits remitted weu assessable under Cast; \\ 

Jjondon Bank of Mmeo nnd South Amruca v. .{pthorpv (1861), 
2 y.H ;}78. 

A banking company registerccl m England with its head olHce 
in Loriflon, where the company s affairs were controlled, and where 
the direetoi’s and shareholders met, had hrancht^s at Mexico and 
Lima The branches carried «>n ordinary hanking buKmes.s, and in 
London only the London buHines.s of tin* branches was contlucted. 

It was held that the* wh(»le of the profits, whetluT remitted to 
England or not, were chargeable under Case 1. 

San Paulo Railway/ ('owpauq v Carfrr (1866), A U 111. 

A company \va,s registered in England for carrying on a railway 
undertaking in BrazJ. 

The business was controlled by the directors in London where 
all meetings were held, and dividends were declared. 

It was held that the company was chargeable upon all its 
profits whether remitted or not, under Case I. 
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Apthovpf'. V. Pelf'f SchocHhoft‘H Brf^u'ing Co. (IS99), 80 L.T. 395 

All En^'Iisli < oTnj)any was formod to acquire an Amcncan 
InwiricsH from an Amencan company, hut as the American laws 
prevf‘nt(‘(i forciqn corporations from holding real estate, the 
Anu*n<*an company was kopi in oxistcnice 

'riie trading was carru'd on in \meriea, hut the directors of 
the English company had the right of control over the American 
compan y H affairs, whicdi they delegated to an American committee 
consiMtiiig (»f the former directors of the Am(‘nean company. Only 
a sufhcient proportion of profits to jiav dividends to the English 
shareholders was nmntted to England, hut the dividends were 
declared hy the directors in England. 

Although th(‘ American business was the. husincss of the 
Amencan conijiaiiy, they held it mendy as r gents of the English 
company, and it was ludd that the English company was assessable 
on the wdiole of the piofits madi* under (!ase I. 

Qroshnm Life AssiiKunr So''trtff v Bishop (1902), A 2S7 

.\n English asstiranci society r(‘-mvest('d ahioad part of the 
interest arising from its fonugn investments Siudi interest was 
treated in th<» liooks as mon(‘V rc^ceived, and taki'n into account in 
arnving at the amount ot* profits. 

It was held that taking such intmest into account was not 
equivak'iitto a leccijit 111 the Ikuted Kingdom, and Tn conic 'I’ax w'as 
therefore not payable on the part not remitted (Noth — This 
case redat-es to an ass(»ssment und(*r t'asi' IV of Sehedulc 1), and 
sinee only tJie nunil tane<’s from the* inteiesl on tlu* investiiu‘iits 
of the foreign lih* assiiranei* fund an' ihaiiieahle (sve p 221), the 
case IS thus to hi* dist inguishetl from Lirtipool. Ltindon <t- dlolu 
hisunnict Co v Bnnirff (.svc p 23.‘l )) 

Scottish Prondcut I nstifiitioH \ Allan {WHKi) AC 129 

The Institution had inw*steil moneys in Australia, and 
remittaiiei's wen* sent to this eountiw from time to time out of a 
mixed fund «*oiisisling of interest and repaMiients of capital The 
sum remaining iii Australia exei'eded the total capital originally 
sent out for iiivi'stment It was lu'ld that, except where specific 
rermttanees could he identified with partieular repayments of 
capital, the I'cmittaiiees must he presumed to consist of interest 
so long as the sums invested in Australia were at least equivalent 
to the capital originally sent out, hut that a repayment of a capital 
sum directly remitted was not liable to assessment. 
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Kodaks Limited v. Clark (1903), 1 K.B. oOo. 

An English company held 98 per cent, of the shares in an 
American company, thn remaining shares being held independently. 

Although the English company ha/l a preponderating influence 
it had never attempted, nor was it ompowenHl, to control the 
manag(‘ment of the Ami'rican etnnpany, otherwise than as a share- 
holder 

It was held that the Aim^ncan eoinpany w'as not earned on by 
nor w'as it the agent of the English eoinpany The latter w'as, 
therefore, only assessable in res}K'et of clnidends rec'i'ived from tho 
former. 

l)r Btrrs Consolidated Mines v. Hour (1000), A.C 45o. 

A Diamond IMining Oonijiany w'us incorporated and registered 
abroa<I It had an olfice m London, and directors living in the 
Ihiited Kingdom liy whom the real contiol was exereisc»d in all the 
iinyiortant business of the company ex(*e]>t the actual mining. 

The company was lield to be resah'nt in tlie UnitfHl Kingdom 
and assessable on all its profits, when'vcn* niad(*. 

Stanley v Cramophone and Typewntn Co (lOOS), 2 KB, 89. 

An h]ngh‘'ii eonijiany h(*ld all the shan's in a foreign company. 
Th(‘ members of tin* board td managimn'iit of the foreign company 
w'ere directors of the English company, and the members of the- 
board of supervision of the foreign company \\(‘i(‘ nominees of the 
Enghsli company. 

It was held that the foreign etunjiany was not. the business of 
the Knglisli eoinpany, and iluTefore tin* English eomjiany w^aa 
assessabh* only upon profits actually remitted from the foreign 
company In order to show that the business of a foreign eonipany 
is earru*d on by an English company, it is necessary to ])rove <*ilher 
that the foreign company is a fiction, sham, or simnlaeium, »ji<l 
that in reality the English company is carrying on the business, 
or that the foreign company, if a i(*al thing, i.s the .ig«‘ii1 of the 
English company. 

The fact that an Phiglish company owns all the shares in a 
foreign company carrying on an independent busmess is not 
sutticient in itself to make th(* busim-ss of the foreign comjiaiiy 
a part of the busm«*s.s of the English company. The shares reniaiti 
forcMgn possessions. 
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' 'Ogilvie v. Kifton ( 1 9()S) , S.( ' 1 ,003. 

A Bntish Hubjert, n sidcntin the United Kingdom, was the sole 
proprietor of a buHiness in (Vuiada, which was earned on for him by 
a Canaflifin nianager, who accounted to lum weekly. Full control 
and rnaiiage'rrient n'maiiuKl with the j)roprietor, although not 
(‘xereised by him, and he look all the profits and was liable for all 
the IoHS(‘s. 

• Jt w^as held that tlu^ business was carried on in the United 
Kingdom, and the projinetor w^as assessable on tlu' wdiole of the 
profits under (\'ise 1. 

Nfiv Zealand Shipping fV> v Stephms (1907), 52 SJ. 113 

A Shipping (Vimjiany was registered in New /(‘aland, where the 
registenMl oflice was situated, business l)(‘ing transacted by a Nmv 
Zealand directorate*. 

A separate boawl of directors nud. at tin* Jjondon ottice, where 
the books of the coinjiany were kept, eonipnsiiur all their aeeoiinls. 
Dividi'nds w'ere declarc'd in London, and general nie(‘tnigs were held 
both in London and New Zealand Tin* N(‘W' /(‘aland directors 
carried out the New' Zealand busiiu'ss and n(‘gotiated most of the 
freight contracts, but. other important (‘ontiacts w(‘re ent(‘r('d into 
in London, where all <|ues:ions of policy w(‘ri‘ di‘ci(U'd 

It w'as h(dd that tlie eoinpany was, for In(‘onie 3’ax purjioses, 
resident in the lTnit(‘d Ke.igdoin and assessable on all its profits 

Brown v Burt (Itill), Si I.,,! K.H. 17 

An American had, for many yt'ais, |jvi‘d on boaixl his yacht, 
which was anchoix'd in tidal iia\igabl(‘ waters in the county of 
Esaox. He obtaini'd provisions and neeessarii\s from the nearest 
village. Th(? yacht had always b(‘<‘n k(‘pt fully nianiu‘d and ready 
to go to sea at any moment. 

It was held that the owner was a person residing in the United 
Kingdom, and was assessable to income tax aci’onlingly. 

Scottish Proruhnt Institution v. Farnif r (1912), S.(I. 452. 

ASc(dtish liisuranee Uoinpaiiy rp-invested interest arising Irom 
American investments, m Bearer Bonds, which Bonds were 
transmitted to this country in the same year and were afterw'anls 
sold, the procec^ds being received at the hefiwl office. 

It was held that the sums realized on sale of the Bonds, being 
sums received in Ureat Bntaiii in ivsiiect of interest on F( reign 
Securities, were chargeable with income tax for the year in which 
the proceeds of the sah's had been received, although the interest 
had, in fact, been earned prior to that year. 
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Liverpool, London and Globe Insurance Co, v. Bennett (1912), 
2 K.B. 41. 

An English fire and life iiiKurance company doing business 
outside the United Kingdom and holding inv(\stments abroad in 
respect of its fire business, and in respc'ct of invested profits, n'- 
in vested the interest deriv<‘tl tiierefroin, which was not remitted 
to the United Kingdom 

It \vas held that the interest on thcM* investments fornasl part 
of the balance of profits ami gams of the eom])any, and ivas assess- 
able under (‘ase I (It should be noted that tin* iiiM'slinents were 
not part of a foreign life assuianee tumf ) 

Turnbull v. FnsUr (1913), 42 St L H to 

An Indian merchant resid(‘d in India with Ins wife during the 
whole of the year ot assessment, not Msiting the United Kingdom 
<luring that period. His usual residence w'as in India, but in every 
year prior to the vear of assessment he Jiad visited the UnitiKl 
Kingdom, residing with his wife and family in a house jiurchused, 
in his wife's name, out of money belonging to her and himself. 

During tlie year of assessmc‘nl some ot the ehildien residi‘d in 
this house. 

It Avas held that dining the year of assessment he was not 
chargeable with income tax as a pci son resirlent in the United 
Kingdom “The test ot liabiliti is not Juuiiig a lesubuiee in the 
Unilefl Kingdom, it is resubiig in the Tinted Kingdom" (Jjoni 
MVai iiei ). 

Drummond v. Collms (lUlo), 31 T.L.K 4H2 

An Ainencan testator left property in America to American 
Trustees to accumulate for minors till thc‘y became of age. The 
Trustees were directed to provide moneys for inaiiitenaiice in tliMr 
discretion out of the mcoine of the share (if each child. 

The Children resided in England with tluur mother, wlio was 
their guaixlian, and to whom monc^Ns were from time to time 
remitted for the educacion and maintenance of the children. 

It waa held that the trust estate w'as a foreign jiossebsion in 
respect of which the remittances ivere received, and that such 
remittances were therefore assessable to income lax under (.!ase V, 
and that the guardian was chargeable 
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Egt/pliari IIoIcLh Limited^ v Mitchf*ll (1915), 139 L.T. 247. 

An KiJc;liHh rompany f;arri(‘d on business in Egypt. It had 
amended its Arti(!les of AsHOCiatioii so that the Egyptian business 
was earned f)[i and eonti oiled by a local ‘board, ^to the exclusion 
of any other boanl of directors 

The English diiectois met in England and dealt with the general 
an<I financial affairs of the company, and dividends were reeom- 
fiKMided by bhi'in and declared by general meetings lield in England. 
Dividends to persons outside of th(‘ United Kingdom were satisfied 
out of profits obtained in Egypt 

Till* <'oinpany was ludd to be liabh* io income lax only on so 
much ot tlie profits of th(‘ ( -ornpany as w'(‘re remitted to this < ountr\\ 
and not upon the jirofits earned in Egypt and distribut(*d abioad 

V. SitKjvr and (1921), SS L.J K l>. I 151. 

'file BcMieficiarv of a Trust of Foreign Shanks and Securities with 
English trust e(‘s was not a Hrifish subjeid nor domiciled in the 
Xhiited Kingdom Dunng the \ ear of assc'ssnKMitshedid not reside^ 
nor possess a resid(*nee in the Umti'd Kingdom Tin* income was 
sent direct from the foreign country to the lh‘iiefieiarv and never 
came t(» the Unit<‘<l Kingdom 

Ibdd that Cases IV and V of Scdiedulc* li refer to property 
chargeable and not to persons chargeable^, theicdore the Trustees 
were not assessallle in res|)eet to tin* tlnidi'iids arising abroad 

Siri>di,s}i (U fdral liaihnn/ v Thotn /moh (1925), 94 Lfl.K.H 527 
A company n'sides where tin* i*ential manag(*nu*nt and control 
of its business is earned on , but if some part of its business is 
eaiTieil on in another country, it may leside in both places so as to 
be liable to taxation in both. A company iinorporated m England 
constructed and worked a railway in Sweden , it suhseijuenlly let 
the railway to a Swedish (Vunpany, the control and management 
being remove<l to Swi*den, shareholdei*s' and directors' meetings 
being held th(*re, and dividends deelan*d there. The company 
retained a ii*gisten»d oiliee in London, received and paid the 
dividends duo to English sharehoklei-s, registered the transfer of 
shares held in England The seal of the comjiany was kept in 
England. The secretary of the company resided in London, where 
tlie (^omjiany haxl a hanking account, and wdicrc its accoun's were 
made up and audited It was held that the company remained 
resident in England and was liable to be assessed under Case V. 
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ToiUi V. The Egyptian Delta Land and Investnant Co. (1928) ^ 
14 T.C. 119. 

The company was incorporattKi in Knjjland for the purpose 
of tlealins in and developnifi; land in Ej^ypl In 1907 it altered 
its Articles so to remove the control and inana^'einent to Cairo^ 
where, since 1907, the director and see ret ary -general Reside, 
all meetings were held, the seal, minute hooks, account books, 
transfer register, and hanking account have heiMi kept, the accounts 
made up and audited, and dividends declan'd and paid. 

To meet the rc(|iiireinen1s of th(‘ English (’ompanies Act, 
the companv appoint'd a London st'ci(*laiy, wlio provides the 
compam willi a u'gisten'd addii'ss (hut no specific room or part 
rif a room js appropnat(‘d to the comjiany) and k(*(^ps the register 
of iiK'inlKUN, of diiedors and of hcari*r warrants, and makes 
the slalutorN Ih'lurns I'lic secretar\ lias no power of atlorn(\v, a 
purely formal ])osilion and ])ower to do only whal is nsjuired to 
comjily with the (\jm])anies Act 

It was h(*ld that incorporation uialer lln* (*oinpanies Act, 
and the* conse(|uenliai arrangeiiKMits made to »‘nahl(‘ the* jiroMsions 
of the Act to he coinjilKsl with did not make tin* c()m[>any n^sident 
in tlu‘ United Kingdom, and the (ompnn\ was not so n'sid(‘nt 

From a coiishloralion of tlio abovt* (*as(‘stlu‘ position 
Avith regard t<)])r<)fils earii(‘d abroad may bo r>ummarist'd 
as follows : — 

If the biisiTioss js ooiitTolh^d from IJio Ibiitod 
Kingdom, tluMi tlio profit.s will bo assossod under 
Caso r, J). If tlio biisinoss is oontrollod 

1 abroad, tJien ])(Tsons rosidoni in this oountry 
reooiving jirofits from th(‘ busim‘ss will bo ass(‘ss(‘d 
.under Case V. “ Control,'' hk<‘ rosidonoo," is a 
question of fact. 

(h) Profits earned in the United Kingdom by persons not 
resident therein. 

Rule 5, General Rules ap])lieablo to all SoJiedules, 
provides that any person not resident in the United 
Kingdom, whether a British subject or not, shall be 
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i cJjju’^'cd in tJio nanu* of any factor, agent or receiver 
having flu* receipt of any profits or gains belonging 
to'siieli 7)erson, in the same manner and to the same 
amount as would be cliarged if such person were resident 
in llie Tniti'd Kingdom, and in the actual receipt 
tiiereof. 

By Rule 14, (Jeneral Rules, any sueli factor, agent 
or receiver so ass(>ss(‘d may ridain so rmicli and siu-h 
part of moneys coming to Ins hands as shall be sufficient 
to pay the assessment made upon lum in relation to 
the foreign jirineijial. 

This Rule is intended to aid tlie (Commissioners in 
recovering the tax and not to alter the ineidencaof 
taxation in any way ; if tJi(‘ princiiial can lie reached 
tliere is no need to have reeoursi* to Rule 5 {Tifchler 
<t' Co. V. .1 plhorpe { 1 49 J.l*. 372) ; in this ease the 

judge inflieated that as Mr. 'riselih'r was in the United 
Kingdom some foui- months in the year lu* was eapalile 
of being served with the pri'serihed statutory notices, 
and was the proper person to retimi the iirofits made 
by exercising trade within the United Kingdom. 

The following are sJiort particulars of important 
delusions on this matter : - 
Tinehler <£• do. v. Author pc (18S.‘)), 41) J P. ;{72. 

A Freiicli firm carnnl <»ii a wine l>iiNmes.s in I'rance The, 
senior partner Msiteil Kiiglnml fur iihoiit four mouths every year 
idiiring which lime he stayed at an hotel, and also visited customers 
,'and took ordms 

A firm of London wine inerehants acted as agents for tlie 
French firm and jiroMdinl aecoininodation for the senior partner 
of the French firm 

The name of the French firm was shown over the premises of 
the London firm, and a clerk was paid by the French firm. 

Wines sold were despatohiHl sometimes direct to the buyer and 
sometimes to the London agents, the latter collecting all moneys 
and receiving a del credere commission for their services. 
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It ^^as hold that tho French firm carried on a trade in the 
I'nitod Kingdom and ^^o^o ehargoahlo on tho profits of all sales made 
111 the United Kingdom. 

Pommety d' Greno v .-I plhn pv (ISS(i), .Ki L T 24. 

A French firm, carrying on husiness in Fiance, shipped wines 
to England for sale Sales \\(‘re (‘ffeeted through a sole agent in 
England, who employed 1raiell<*rs on heluilf of the Fioneh firm but 
received a commission covering his lemnin'ralioii and exixmscs. 

Orders w(‘re oxcciilisl eitlicT from the English stock or direct 
from abroad, and were inxonssl m the name of the French firm, 
all amounts due bcMiig collc'cted by the.jgent and paid to an aci'ount 
in the nanu' of the Fri'iich firm 

It ^\as held that tin* French firm \\('n‘ .issessahii* on tlic profits 
of all \\jn(‘s sold in the* rnited Kingdom 

ll'cr/r d' Vo V Colquhoan (ISHS), 20 0 ED Toll. 

A French firm carrMiig on the Imsincss of \Mne merchants in 
France appointed a agruit in England who re(‘eived a com- 
mission on all tin* English Nal<‘s, whetln*! <*flectcd through his 
agency or not. 

No stocks were kept in EnglainJ Imt oidcis were taken by the 
agent on the French liini’s behalf and weic sent to tin* French firm, 
who forw\arded the wiin* direct to the c‘ustonu*r. 

The cost of forwarding w'as p.ud by tln» customers, and tin* wiim 
was at his risk after it. l(*tt tin* (-(‘llai.^ 

Payments were made by the eiihtoiin*i's m .sonn* cases to the 
French lirm direct, and in otli(*rs to tin* ag(*nt in London. 

Itwasliekl that the Fn*nch firm excn ised a trade within the 
United Kingdom and was assessable* in resjK'ct of tin* profits arising 
therefrom 

Grmngir dr Son v. Gough (ISDO;, A (’ .‘12r> 

A French firm carrying on a wine business in hrance apj)oiiitt'*U 
an English firm to act as its agent in obtaining orders 

The iinlers were sent to the French tiini who exercised its owm 
discretion as to whether or not they should l>c executed. 

The wines were sold from France, all expenses and risk falling 
upon the customer. 

Payments were generally matie to the French firm, but 
joccasionall}*' to the English agent, the ree<*ipts being always given 
'by the French firm. 
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It \va.s licifl that Ihr* I'Vrnoli firm did not carry on a trade in 
the United Kingdom, and that the English agents were not answer- 
able as sueh to pay Income Tax on the business of the French 
pniicipals (It should })e noted that in this case the contracts 
for saN* and deliveries of goods wen* nuwle in France , the agent 
onl\ a eaiixasser witli no po\rcr to bind the principal ) 

James It nif/air tC- Un WMar (1807), H Tax (,'as 509 

A Norwegian conijiany holding all meetings in Norway owned 
a ship, th<* cliartc'iing of winch was dealt with a Glasgow firm, 
win) collected and retained all moneys until required for payment 
of <‘xpenses or cli\idends 

It was hold that the company was not r(‘sid(‘iit in the United 
Kingdom, but oxcreiH(‘d a trade wutlnii the United Kingdom, for 
w'hicli the Glasgow' firm, as agents, w'ore assessable. 

Watson V. Sand if A IJnll (1898), 1 Q.B. 326. 

A foreign firm consigned goixls to an English firm for sale on 
I'oinmission, \\bo sold the goals in their ow'ii name and collected 
the rec(*i})ts, and u*ii(ler(‘d an aeeount to the* foreign firm, debiting 
it w'lth their charges and n'lmtting tlu* baluneo 

It was held lhal tae for<‘igii firm (‘xerciscd a trade in the 
Unit<*<l Kingdom, and wtTc assessabh* for the ]»r(>fits thereof through 
their fig«»nis 

Turner v. Hickman (1S9S), 4 'I'ax ('as. 25 

A foreign company had agents in England, ))ut onleis obtaiiit*d 
by the agi'iits wore subiuitt<*d to the foreign | riiioipaLs biforc being 
aoceptisl. The goods wi'n* shippi*!! to the agents w'ho distributed 
them and gon(‘rally collected the money 

It was held that the ftireign eoinpaii} e\(*rcised a trade in the 
United Kingdom and was assessable accoixliugly. 

Crookston Jhos. ^ Fnitado (1911), 5 Tax Cas. 602 

A Flench oonifiany owning mines in Algeria emplo>ed a Glasgow' 
firm as sole agent for the sale of the mineral in the United Kingdom. 

Contracts w'ore made lu the United Kingdom but no stock w as 
kept there, and delivery of the goods w'as made out of the United 
Kingdom. 

Contracts entered into providwl for payment of the goods by 
cash in London, but such payment was invanably made by crossed 
cheques to the French company or the agent all of w'luch were 
remitted to the French company, endorsed by the agent wdiere 
necessary. a 
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It was held that the French company did not exercise a trade 
in the United Kingdom, and that the agent was not in receipt of 
Aliy profits A\itlnn the meaning of §41, Income Tax Act, 1842 (now 
(Jcneral 4, 5 and 13, Income Tax Acl, 1018). 

Maepherson ds Go. v. Moore (1912), (i 'lax Cas 107 

A Belgian firm omploy(*d a firm in (dasgow as .igents for the 
^<ale of their goods in the Uniteil King<lom Orders woi'e sent to the 
Belgian firm for approval, subject to which (‘ontracts weie made 
by the Glasgow agents on behalf of the firm, and the goods were 
sent to tlic agents for delivery to the customer, to w Inmi they ^^ere 
in\oiced by the agents 

The agents received payment and riMidered aeeounts periodi- 
cally to the Belgian firm. 

it was held that the B(‘lgian firm exercised a trade within the 
United Kingrloin and that Ihe Glasgow firm were rightly assessed 
as agents 

t 

Srnidth v. Ortrntrood (1922), AC. 417 

A Danish firm manufaet unrig cement -making machinery 
rented an ollice in London. The Loialon repn*seiitative aseortained 
th(‘ requirements of purchasers in the lJmt(‘d Kingdom and 
superintended th«* installations here 'Ihe I'oiiti’acts wc'n^ made in 
Copenhagen (hiods despatched f o h at Copenhagen 

Held that as far as the trade was earri(‘el on in this maimer 
there was no liability to Income Tax, anel that tin* (h‘ueralRule 0 
of the Ineornc Tax Act, 191S, did not e.xtend th(‘ rhttryc tei Ineoino 
Tax, but merelv revise*d the maehinerv le)r a'^sessmg anei ce)llee;ting 
the duty 

IVilcochv (192.>) , 94 L J.K.B lOl 

Cotton mercliants in Kgypt had an agent in Manehesler 'Ihe 
Agent ■ 

(1) Sold specified quantities at fixed jiriccn. 

(2) Obtained general offers and transmitted .-.uch offers to 
Egypt for acceptance or rcjeetiou. 

Held that the Egyptian firm was exer<-isiiig a trade in Great 
Britain and was assessable in the name of tlie Manchester agent. 

Maclaine dk Co. v. Eccott (1926), 95 L.J.K.B. 610. 

Merchants in Java had an agent m London. Tiie Java 
merchants sold goods to a non-resident purchaser, the contracts 
being made in London through £he London agents, payment Vieing 
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made to a London bank f<n’ the account of the Java merchants. 
Tin*, goods wcn^ consigned direct to the non-resident purchaser and 
dcdivorcd abroad 

field that the Lc)ndoii agent was not assessable to Income Tax 
on the jirofits of siieli transactions, as profits of a trafle exercised 
within the (Init(‘d Knig<lom by the non-resident 

BpJfoiir V. Mnrr (1928), 15 T.(^ 5;i9. 

A firm in Italy appointed B. as their sole agent for the United 
Kingdom, Camuia and Austialia for the sale of the majority of 
their productions B. solicited orders and transmitted them to 
Italy, the firm reserving the right to accept or refuse them and to 
fix prices. Aceeptances w(‘re sent in duplicate* ti) B . \\ho posted 
one copy to tin* customer 1'he goods were forwarded direct to 
the customer, save for small fiaicels which w(‘re sometimes sent 
in bulk to B. to distnlnitc* No stock or ottice was maintained 
here by the. firm. No bankejfi account was kept in the United 
Kingdom, pay I no lit s being made ilirect to Italy or to the agent for 
transmission. 

The ag(*nt was n*muiieraicd by a commission on sales, and 
paid his own ('.\pens<‘s. He rejiresented some other manufacturers 
but the bulk of his busiiu'ss was for the Italian firm 

p 

Held tiial the Italian firm were exercising a trade within 
the United Kingdom, and wer^ properly assessed m the name of 
the agent, w^ho must fie ri'ganled as an autlionsed person carrying 
on their regular agency 

W. H. Muller d' fo. {London) Ltd v Lethem (I927), 13 T.C. 126 

A Bntish (*.ompaiiy was apjioiiited London agent for the 
“ Betavier Line " (Londonaiid Rottenlain) by the Uuteh firm who 
were the managin’s am I agents of the two Dutch ship-owning 
companies whose vessels constituted that line. The service was 
advertised from tlio eoinpany's oUices and the vessels sailed from 
its wharves in London. The eorapany did everything required 
to be done in London as regards both passenger and goods traffic, 
sold tickets to passengers travclhng to Rotterdam, and arranged 
for the landing of passengers from Rotterdam. It accepted goods 
for shipmont from London to Rottenlam and collected the freight 
if shipiK'd o.i.f . ; and delivered all goods arriving in London, collect- 
ing the freight where the goods w'ere shipped f.o.b in Rotterdam. 

The company liad no direct communication with the Dutch 
eompaoieB, but received its instructioiib and remuneration, including 
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fonimissKm on all faros and froiphts, both inward and outward, 
from tho Dutch firm, to whom it aceountwl for such fares and 
fivights as it oolh'otcd 

It was hold that tho two Dutch ship-owning oompanii'S weiv 
Oiirrying on trade in tho UnitiHl Kiiigcloni tliroiigh tho Britiah 
company as thoir agents, ,vnd won assossahio to liiooino Tax in tho 
namo ot that company in ri'sjioct of tin* profits dori\od from all 
contracts made in tho United Kingdom for tho carnage of goods 
and passengers, whether to or from tho Contmont, but excluding 
profits arising from oonfraots for the caningo of goisls made with 
a non-rosidcnt wh<>r<‘ tlic agent was not in leeeipt of the freight. 

Whether a triuU* is exercised in tliis coiintry turnii 
iijKMi the {iiiestioii wliether eontraets in the course of 
tradt' are made in tliis eotmtrv {RoirMoii v. Rtepheu and 
V. Coinmissianer'i of Inland .Rerpmie (1929), 14 T.C. 
54 .*} ). 


(j) Method of Assessment of Non-Residents. 

'Pile Aiitliorities are entitled to have, tho jiroper 
lirofits r(*sulting from cjuTving on Imsiness in the 
Ihiited Kingdom aseertained according to the rules 
and regulations of Income Tax. and for this purpose 
can demand accounts in the ordinary manner, in ortler 
to ensure that goods sent to this country for sale sJiall 
not he invoiced to this country at sucJi price that 
all tJie profit thereon is made, in tlie foreign country, 
no profit being made in this eoiintry. 

Non-resident persons are chargeable to Income 'Fax' 
ill the name of any trustee, guardian, tutor, curator 
or committee, or of any ftu-tor, a giuit, receiver, branelt 
or manager ; although the factor, agent, receiver, 
branch or manager may not have the receipt of the 
profits or gains of the non-resident (Rule o, General 
'Rules applicable to all Schedules). 

Q 
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It is also ])rovi(led tliat a Jion-resident person may 
Im* fharged in respect of any profits or gains aiising, 
Aclieihcr fiirectly or indirectly, through or from any 
branch, fiictorshiyi, agency, receivemhip or managc- 
inc/it, and shall be so chargeable in tiie name of the 
branch, factor, agent, receiver or manager (Ruhi H, 
denei’al Rules applicable to all Schedules). 

Where su(jh non-resident is chargeable in res])e(!t 
of profits arising from goods or ])rodiie(‘ manufactured 
or pro<luced by him out of the Cnited Kingdom, but 
sold within the United Kingdom, the person in whose 
name the non-resident })er8on is so chargeable may, 
if he tliinks fit, ap])ly to the Commissioners by whom the 
assessment is made or, in ease of an a[)peal, to the 
Cleneral or Special (Commissioner to have the assess- 
ment to Income Tax, in res])ect of those ])rofits or gains, 
made or amended on tJie basis of the pi’ofits which 
might rejxsonably be ex|)octed to have been earned 
by a luercliant or, w'hertj the goods are retailed by or 
on behalf of the manufacturer or pr(xlucer. by a 
retailer of the goinls sold wlio hml bought from the 
manufacturer or jnxKlucer dins't, and, on ■i)r(K)f to 
the satisfaiition of the ( 'ommissioners concerned of 
the amount of the profits on tiu' biisis aforesaid, the 
assessment shall be ma.de or amended accordinglv 
(Rule 12, General Rules a])])li(*a))le to all 8(*]iodules). 

Illustration. 

The profits of a i loi i- res U lout nmiiufai'turor on sales of his 
goods through an agiMit in tho IJiiitofl Kingdom amounted to 
£6,000. It was shown to the sati.sf action of the Comiiiissioiiers 
that if the agent wvrv a inorohaiit purohaaiiig the goods from the 
manufactunu* for resale, his profits thereon would hii'o Ix^en 
j£3,2(K) only. The assessment will be amended to that figiiii*, thus 
^eliminating the nianufaetnring profit included in the £6,000. 
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It is also 7>rovi(UHl that wJicre a non-resident 
person, not being a British subjoc't or a British, 
Indian, Dominion, or (V>lonial firm or company, or 
IwaiicJi tlioroof, carries on busin(\ss witJi a resident 
})erson, and it a])])ears to tlie ( Vnnmissioners by whom 
the ass(‘ssment is made that, owing to tJie (‘lose con- 
iKHtion bc'tween tJie ivsident and tJie non-resident 
])erson, and to tin' sul)stantial control (exercised by 
the non-resid(Mit ovc^r tJie resident, the course of 
busiiu'ss lK'tw("t‘n tliose persons can Ix' so arranged, 
and is so arranged, tJiat the business done by the 
rc'sident, in ])ursua.nee of his eonmxdioji witJi the noii- 
lesident, prodnees to tlie resident eithc^r no })r()fits, 
or less tJian the ordinary profits vvliii‘1) migJit be 
ex]KH*,ted to arise fj’om tin* biisiiH‘ss, tJie non-rc^sident 
})(‘rson siiall b(' chargeable to In<*ome Tax in tln^ name 
of tJie 7‘C'sident ]>(M*son «is if the r(‘sid(‘nt jxwson W(‘re 
an agcmt of tJie non-resident person (Hide 7 , GencTal 
Jlules a^iplicable to all Seh(‘dul(*s). 

It is fiirtlier i)rovid<‘d that wJiere it appears to the 
< Commissioners by wliom tiie ass('ssm(‘nt' is made, or 
on any objection or apfUMl, to tlu‘ (hnujral or Special 
(Commissioners, that tJic‘ true amount of thcj profit-s 
o]‘ gains of any non-resident ])erson eliargeablc^ in the 
name of a resident 7 )erson witJi Income Tax cannot 
in any ease be readily ascertaincMl, the Clommissioners * 
may, if they think fit, assess tlie non-rcisident person 
on a iierccntage of the tumover of the business done 
by the non-resident pc^rson through or witJi t»Jie 
resident person in wJiose name he is eliargoable : and 
in such case § 101 shall extend so as to recjuirc returns 
to be given of the business so done by the non-resident 
person through or with the resident person, in the 
same manner as returns are to be given under that 
section of the profits or gains to be charged. 


Q2 
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TJic .ajiKiuiit of ]M*rccntage shall in each case be 
dctcrmiiicrl, liaving regard to the nature of the 
busiiKWH, l)y the ( 'oniinissioners by whom the assess- 
ment <»n the ]K*r<-entage basis is made, subject, in the 
ease of an ass(‘ssnient inad(‘ by the Additional Com- 
missioners, to objection or a|»]ic‘al to the Ceneral fn* 
Sj)eeiai (Commissioners. 

If cither the resident or non-resident person is 
dissatisfied with the pereentagt* determined, either in 
the first instance or on objection or ap])cal by tJie 
CJencral or S]Ma-ial Commissioners, he may, within four 
months of that determination, require the Commis- 
sioners to i*efer tiu* qiu'stion of tJu* ])ereentage to a 
Referee or Board of R(‘ferees to be a])pointed for the 
purpose by the Treasiny, and tiui decision of the 
Referee or Board shall be final aiid conclusive (Rule 9, 
(leneral Rules a^qilieable to all Schedules). 

By Rule 10. (leneral Buies ap|>lieable to all 
Schedules, a non-resident person cannot b(‘ rend(“r(*d 
cluirgeable in the name of a bi-oker or general 
commission agent, or in the nanu' of an agent, not being 
an authorised ]iersoM caiTving on the non-i'esident's 
regular agency, or a ])erson cJiargeable as if ho were 
an agent in pursuance of this i-ide, in rcs])ect of ]nofits 
^or gains arising from sales or transactions carried out 
through such a broker oj' agent. 

This rule is extended to provide that a non-resuh'iit 
shall not be chargeable in the name of a br«)ker even 
tiiough the broker acts regularly for the noji-resident, 
jn’ovided the broker is canying on houd fide the business 
of a broker, ajid that he receives I'eiuun oration at a 
7'ate not less than the customary rate in the class 
t»f business eoncerned. The term “ broker ” includes 
general ooitunission agent (§ 17 — 1925). 
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The non-resident person is not by virtue of tiie 
aijove section relieved of liability to tax' on the profits 
made in this country, but the tax cannot be assessed 
u'|)on the broker acting for him. If, Jiowever, the 
non-resident ])rincii)al can be reached by any other 
means, he will be assessed in vcsj)cct of the profits 
.arising from sal(‘s conducted by bi-okers on his beiialf. 

The fact that a non-rcsident juTson executes sales 
or can'ics out transactions with other )u>n -residents 
in circumstances whicli would make him chargeable 
in purs\iancc of this section in the inimi' of a resident 
person, shall not of itself make* Jiim chargeable in respect 
of profits arising from tlu)S(‘ sales or transactions 
(Rule 11, (Jeneral Hides apjdicable to all Schedules). 

<k) Foreign Companies earning profits partly in and 
partiy outside the United Kingdom. 

Where a foreign com])any cams ])art of its profits 
in the United Kingdom it wdl be asse.ssed u])on that 
])art in the ordinary way (Erickxeu v. ImhI (1881), 
do L.T. 703). Dividends payable in the United 
Kingdom, howevi'r, must lx* regarded as ]m,Vuble' 
rateably out of all the profits »listributed, whether 
earned in the United Kingdom or elsewhere; hence 
a fmther sum must be charged for income Tax upon 
the foreign profits distributed in Kngland, and this 
mufit be deducted pro rnUt from the English dividend 
warrants. As the EInglish branch pays tax on the 
English profits, and the tax deducted from the English 
dividends is not j'eeouped by the eoin])aiiy, but goes 
direct to the CVown, the deduction from dividends 
must only be in resjiect of the foreign profits included 
in such dividends or a double assessment w'ould result 
{Gilbertson v. Ferguson (1881), 7 Q.B.D. 562). 
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Illustration. 

A Foreign (.'omjmiiy has a hrcinch in England upon whinh income 
tax IS asH(’SS<‘d in the onlinary way. The Foreign Com])any, for the 
year (‘iiding .'ilst Deeemher, ID.Ti, distrilmtes a total dividend of 
£2*‘>0,()00, of which £100,000 is payable in England. For the year 
19.‘i2'.Tb the English i ssessable | rofits are £.'50,000 

'rhe dividend must be regaixled as paid to the extent of 
of each £ out of English profits, the lialanee out of foreign profits. 
Hence the dividend yiayable in England is considered to be paid 
to the extent of of £100,000 ■- £20,000 out of English 

profits, and the balance, £80,000, out of foreign profits which have 
not been charged to British tax. 

Alternatively, the amounts ma\ l>e (‘\|)n‘ssed — 

If A - the Total l)iM*dend. 

B the English Dividend. 

C the English Piofit. 

X the Froj oition ot thf‘ English Divideml already 

subjected to 'raxalion, 

and B the Propoition of the Engiisii Dixidi'iid livable 

in M'S peel of the Foieign Froiit 

A \. C. X 

2."|0,000 . 100,000 ."50,000 . X 

X .10,000 , HM),000 - - £20,00t) 

2,".0,0(H) 

If, therefore, £ 20,000 represents the propoition of the dividend 
paid in England which lias already been siibjc^eted to tax, £75,000 
represents the untaxed p/ro])oitioii 

Income Tax will tlien'fore b(* diHluete<l from the 

Englisli Di\ idend £100,000 at 5 - in the £ £25,000 

Income 'fax has alix'udy been paid in resp(*et of these 
dividends to the extent of £20,000 at 5 - in 

the £ £5,000 

Leaving a further sum to be haiidei >ver to the 

He\enue amounting to . . £20,<KH) 
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Business Profit and Loss Accounts. 
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INCOME TAX. 


CHAPTER VJ. 

BUSINESS PROFIT AND LOSs’ ACCOUNTS. 

§ 1. — The Preparation of Accounts. 

TJie method of adj listing tlic accounts of businesses 
in accordance with tlic rules and regulations of 
Income Tax has already been shown, and various items 
which are respectively allow'od and disallowed have' 
been stated, in connection w'ith the accounts of sole 
traders, partncrshijis, and limited comjianies genei-ally. 

Some special cases, however, have particular 
features which it is thought advisable to illustrate 
separately in this chapter. 

'The professional accountant, in ])rej)aring accounts 
for Income Tax pinposes, from books which he has not 
liimself audited, must be careful to scrutinize the 
actual accounts in the books, in order that he may judge 
Jwhether tlie amounts included in the balances on 
fthe various accounts ai'e iirecisely described by the 
tac^eounts themselves. For instance, it may happen 
that a fh'm will charge Income Tax to the Office 
rjiExpenscs Accoimt, in which case an adjustment of 
jJthis particular account would have to be made for 
income Tax purposes. 

^ 2. — ^Auctioneers. 

The following is an illustration of Income Tax 
adjustments in respect of an auctioneer’s business : — 

Illustration. 

The following is tlu- Profit and Loss Account of Messrs J.ung & 
Chapman, auctioneers and estate agents, for the year ended 
Slat December, 1931 : — 



§§ 1-2.] 


BUSINESS PROFIT AND LOSS ACCOUNTS. 249 
Dr . Pkqfit and Loss Yeah enpei> HIJst Ducumbkii, 1931. C 

£ B 



il 

£ 

s 

d 

'0 Rates 

) 

Bv Fee-* ainl t'harjies 4,500 

0 

0 

„ Oround Kent 

1)0 J 

Iji'h/t (Tints 



Salaries 

t:)U 

' DMiiirseinenth 500 

0 

0 

,, OutRlde Assistance 

140 

— 

.... 


Boards Slgnwrltlnd 

7.‘» 

„ Appientne ITeinliyng .. 



„ Ofllce Expenses . 

:io 

W 



„ Advertising 

»s:i 




,, Depreciation of Lease . 

Hi » 




liiiprovcinents to PremiFi 

>4 




,, Interest' on Caidtal 

14 > 




„ Net Profit 

1, )0S 





1.4 O.'xl 0 0 





4,000 Q 
50 0 


The promises an* held on I(*asi\ tin* SoIumIhIo A value hoing 
£240. The iicl* oliurgo'^foi Sehediilo A tax is inoludod in the it^'Di 
^ffioo Expenses, and Seln^duli' J) lax is eliar^ed to the rarln<*r«’ 
' Accounts. 

Find the assessment tor tlie Near 

Profit and 1..oss AnnsrMi.sr A<roijM iok Ivcomjc 1'\x 
Dr. Yi;ar i.sin.e .‘Mst Ui « i.miu.k. IJi.’n ft 


To SUiudule A N'.iluc oi I'k 
J icilnnc'u Assessable Crotil 


I 'IHi 


I'l'Mi’ 

I..50K 

iiiiii Kiitl 

00 

tioii (il Lease , 

325 

. \i ini nth lo Premises 

H4 

re-*! nil 1 i|'lt il , 


um T.i\ Ih dull' A ) 

44 /J* 

1 

[a 

£2/J*2C^ 

Omni 

£l,0H0 

ert allied uii the haHis 

of tax 


actually paid as follows -- 

1930- 31 As.seshnient-- Jth of £240 at « 

4;0 ill the £ £13 10 0 

1931- 32 Assc.ssmeiit, lihs of £240 at 

,>''iiithc£ 0 0 


■IS 10 0 

y- Les/i o/-in the £ recouped on Ground Rent of £00 13 0 0 

,\4 ^ 

^^tax charged in accounts , £i3 10 0 
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§ 3.— Banks. 

Any bank carrying on a bond fide banking busin^€!a§^ 
in the United Kingdom is to be relieved from Income 
, Tax under Schedule C on interest in respect of , all 
•jBubHcri])tion^ to wir loans'’ issued for the purposes of 
.the Great War (Rule 3, General Rules, Soli. C), and in 
.place thereof the interest on such loans is to be 
assessed under (Jane 1, Schedule D (Rule 14, Cases 
1 and 11, Sell. D). 

This method enables a bank to charge its expenses 
against such interest in cases where there would 
II otherwise have been an adjusted loss. ^ 

It may be mentioned that the Commissioners 
interpret this section somewliat .strictl 5 % and the 
mere registration of a ^K*rson or a company as a 
banker will not in itself be sufficient to obtain the 
benefit of tlie (ilause. 

The following is a rcfiresentative example of the 
adjustments involved in a bank computation. 

1 'rofit \M') taOHH AimsTMKsr A( I 111 N'l KDR Incomi: Tax f'r 

Nut Antiiiiil \iiluo ot Hank U\ Net Tiotit per I* ami L Account 450,000 0 0 

PrwnlHca . n.ihKi o o , I’laiisiurs to lUsurtc . 100,000 0 0 

Lohs on Sale ol luMstiiii’iits ,, I'rotils on Sale ot ImuitincntE 

carried to IU‘hcr\(‘ l,o ,)0 u i) iMiriiMl to Krserte 15,000 0 0 

iiii’omo Tu\i‘il nt Sonii'i' Jisooii ii o ,, l)t pi t'clat ion on In vestments 1,400 0 0 

AdJiiatoJ Profit . 444,000 o O , ,, Lneonu* Ta\ etc , Depreciation 

iuifl other disnllouablc chargch 1 130,000 0 0 

i 70b.000__0. 0 £ 700 .000 0 0 

j( It sJiould be noted that dealing in investments; 
is considered as part of a bank’s tratling transactions. ^ ' ■ 

§ 4. — Breweries. 

For some yeais there was considerable difficulty 
with regard to the adjustment for Income Tax purposes 
of expenditure ,by brewers in (ionnection with tied 
houses. 
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fA tied house is one held by the brewers as freeholders 
' or leaseholders whie-h is let to tenants on the under- 
standing that t’Key shall soil only the ])articular beers 
manufactured by the bi’cwers ooncemed.' 

Towards the close of the nineteenth century a 
gi’eat deal of activity ])i’evai!e(l amongst brewers to 
secure licensetl premises, with a view to tying tliem 
to their own businesses, and in many cases veiy large 
prices w'ere given for premises, with this object in 
view, 'in consequence of the heavy prices paid and 
the heavy licence duties im))os(‘d, the trade suf£er<?d 
^very (‘onsiderably, to siicli an extent that the luewers 
themselves have had to bear a gi'cat deal of expense 
in connection with tlie tied houses which in more 
in-osperous times was borne by the tenants. ' 

These expenses, though bonu* by the* brow'i'vs, 
were not allowed for Income ’I'ax pur])oses ; l)ut 
considerable relief was affordcsl in connection with 
this ex])enditure by the decisions in Smith v. Lion 
((19U),27't.L.R.2«1); and f7.s/nv’.v Wimire 
Brewery v. Bruce ((1914), 51 T.L.H. 1(14). 

^ The following are allowcil thcndiy as deductions for 
Income Tax ]Hir])Oscs : — 

' Tied House Ex 2 >e.nditure. 

(а) Repairs executeil for the jiurpose of trade. 

(б) The excess of the gross Schcdnle A assess- 
ments over th(“ rents received from tied 
hon8c.s. If leaschoh* tin* lease rent paid 
should be disallowed. 

(c) Fhe and Licence Insurance PremiumsJ^ and 
legal and other exiienses in connection with 
tied houses {Usher's Wiltshire Hrewery y. 
Bruce (1914), 31 T.L.R. 104). 
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Tt was held in Caliper v. Hoare Co. ((1932), 
17 T.r. ir>n) that in determining the, amounts to he 
allowed as dednetions in resnoet of deficieneies of 
rent (*aeh tied house must be considered separately, 
aiifl that in eompnting the deduction for a particular 
^ti<‘d house, account must be taken of any premium 
j received as well as of rent. 

Co)npe)isnlion Lerp. 

(Compensation levy payable under the Licensing 
|A(;t, 1904, is also allovve<l, on tJic ground that the 
*])avmcnt is essential to the earning of profits, and not a 
!‘d<‘duetion fr<)m the ])rofits after they arc made {Smith 
V. Lion Brewery <'o. (1911), 27 T.L.ll. 261). 

The folhnving ai'e not allowed as deductions for 
•Tnconie Tax puiposes : - 

(1) Premium paid on lease of tied Jiouse'^( IFatacy v. 
Mmgrare (ISSO), 42 L.T. 690). 

(2) Damages and costs recovered by a guest injured 
by the fall of a chimiH'V whih* sleei»ing in an liotel. 
on the ground that sui*h loss was not connected with 
or did not arist* out of the trade {Strong tSc Co., Ltd. 
V. Woodifield (1906), A.C. 44S). 

- (3) C’p.st of application for new licences {So'iUhwell 
Y. Savill Bnw. (1901), 2 K.B. 394). 

Illustration. 

The follow III)! IS till’ 'rradiii)! mid Profit and Loss Account of 
a Hrewery Coinpaiiy for tin* year ended Slst December, 1932. 

Wear and 'I'l'ar Allowance for the fiscal year 1933-3t is 
admitted at 

The gross valne.s for Schetlulc A of the ticil houses amount 
to £21,210, and the actual rents recejvixl therefrom amount to 
£20.000 Included in these ivnts weiv amounts totalling £3..'>(X( 
in resjx’ct of eevtani tied houses assessed for Scheilule A at a grass 
value of £3,200. No pivmiums had been received. 
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The net Schedule A value of the Brewery is £2,400. 
Show the Income Tax Aesessnicnt for the year 193,3-34. 
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A'ci/r’fl. 

(1) TkVANT.s' R\TEs AM) Tenant.s' Licen(’p:s. 

air iioM' allowrd as a cliarge {Ushers II lUshnp 
Brewtiu <'o , Ltd v Hrure (1914), 111 T.L.R. 104). 

(2) COMI'ANV S PitoPOKTrOV OF KXTUA LK’ENCE Duty. 

It iM aNsiim(^<l that this charg(3 has been placed upon 
thf‘ eoin])any by the (V>ininissioiuTH in accordance with 
§ 4t» of the Kniaiirr (1909-10) Art, 1910, and will theicforr 
be allowed as a eharg(\ 

(Jl) Advvnces to Tenants Iukkoovee ahi.e. 

This item is allow (‘d if tlu* loan was originally n’pn*- 
sriitrd by inom‘\ advanrisl (Reid's Hrvirrnj Co. v Male 
(1S9I) , 2 Q HI), but if, as m ih*‘ majority of transactions 
of this nature, rash ilors not [)asK, the item will not Ik* 
allowi'd. It IS a.s.suimsi here it was an actual cash transac- 
tion. 

(4) (’ll A iota ' ill. E Donations 

A Tlu*s(' ai(‘ a.ssiiimsl to b<» allowed as annual coutiibu- 

\\tions to rharitii‘s fiom which the employee's* and th(‘ir 

Wdependents imiN ileiiAc benefit. 

(o) Law Posts, Tenants’ A(;uekments, etc 

'rin'scare allowed as a t barge foi Income Tax purp«»'Ht‘s 
(I’shf i's WdtslnK fin tnj ft f'o . Ltd \. linicCf ^iipni) 

to Hei’AIKs to Lici'nskj) Pue.mises. 

The cost of lepanmg tied houses for winch the tenant 
diH'b not paA repre'sciits <in expense comineicially lU'ces- 
'sarv as part ot the cost ot eaininir the hrewei’s* profits, 
and this item is th('n*fon' allow i*d (r.s7/(/'.v Wiltshire 
fin in I ft i \i . fAd v fit mc f , a// pm ) 

i ?) Pompkxsation Levy. 

'riiis item i.s nllowiMl as a charge for Income Tax 
purpt>s*‘s V Lioo /fif //>rv f 191 1 ), 27 T L.H 291). 

(8) iNTKRtsTON Dl.llENTYREs \ND LoANS. 

'riiis itt'in must be atlded back as tax is deducted 
before* pa\ment. 

<9) DeVRKI’J \TION. 

Dopreeiatioii is not allowed, but an allow'ance for wear 
and tear of plant, machinery, etc., can be claimed. 
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(10) IscoME Tax. 

All Incorno Tax c-harged ha«^to be. written back. 

(11) Rents Rfa eiv^ble less kents Payable. 

This itom rc*pr(*seiits the difforcnice between n»ntn 
received on freehold and Jt'asehold liceiiswi pre^perties 
and rents paid in respect of them. Both these items 
being taxed iiud<'r Schixlulc A. tin* diflereiice between 
. the two i*aii he written hack for Ineonie Tax purposes. 

(12) Tntekest on Lows to Tenants 

This item IS taxed at tin* smiiee, and can theiTfore be 
written hack. 

(Kl) Loss (IN Rents 

'Hie brewer is allowiul m lespts't of tied lioimes to 
deiliiet li'oni his ass(\ssineiit the excess of llu' gross^Sehe(iull‘ 
A \ allies of tietl houses (i\ei lli(‘ ?i(‘t rents ree**i\ed from 
them w hen* then* is sueh an excess If the rent n*(*(*ivable 
ex(*e(*ds the gross Seheduh* A value, the excess is not 
taxable {Colljjir v Iloarc Vo. 17 'F.C, 100). In 

this way he lediieis tin* trading ]Uofit l)\ the amount 
of th(* loss sustained in lespeel of rents of propertien til'd 
to his trade aiul then*foie let ,i1 what is freqiu^ntly a 
nominal or, at aiiN rate an iiiieeonomie rent {UMhnr*8 
\ViU,sfnrr IhrHtrif Vo Hrucc. 8upra), hut e.sc.aiH*B on 
' any ju’ofit r(‘ntals w ffrtutp d* , ftnitra), 

(14) Gross Schedule A 

Thif^ IS eoinputefl h\ .uldinu to the net annual value 
l>ne-fouTth of the first 1st) plus ouedifth'of the remainder. 


§ 5. — Builders. 

" •» 

The adjustment of accounts iu the case of builders 
follows the usual rules, imt tlu* following points must 
be noted : — 


(1) \V^»rk in progress must be valued aeeording 
to sound acc'ountaney principles, and tin- 
[same basis be a<lopted from j^ear to year. 
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(2) Kn^rinrs. craiios, are machinen^ and 

plard on wliirli a Wear and Tear Allowance 
can 1)0 claimed, hut ^ladders, scaffolding, 
!} ropes, (‘tc., ar(‘ (l(‘alt with on a renewals 
jl)asis.. 

(H) When* tli<‘ houses are let or sold leasehold* 
eliiet rents are created* and their capitalised 
\nluc* must Ik‘ brought into account. Th(‘ 
eapitalisc'd valiu‘ should re|>r(‘scnt the sale- 
able valu'' of the rents at th(‘ date of capitali- 
sation. 

(4) Sp(‘eulat iv(‘ IJuildcTs frecjuently accept a 
second niortgag(‘, or guarantee a Building 
Society against loss, in r(‘speet of part of the 
sale price ; the following is the text of the 
arrang(*jnent agreed 1x4 ween the Inland 
db'venuc* and tlu^ building industry for 
post|)onMig jiayment of tax in such eirciun- 
' stances : 

1. ari<ini;('inciit i)iji\ Im‘ applii'd on sak" 

of a lious(‘, a Innldcr cillin accfiXs a s('( oud laorttragc in rf'yjicct 
of part of the '^al* pi km*, oi ^iiaranlcr.s a liuilding Socict\ a^^ains! 
^.losH up to a spi'i-ifii'il pait ot tlir amount .ul\aiu‘i‘(l and l(*avuN a 
part of tin* .sale piici* on ’ ih'posU witli the Su(ict\ 

It shall appl\ to asscs'^inrnts toi tin* u*ar lUrri-;)-! and siiIjm*- 
(picnt AoaiN. hill shall not piv|udin tin* rmlit t)f tho Ciown to 
rC(M>\i*ry of tlu* full la\ payable in irspcrt of any assi'ssiiKMit .it 
any tunc afti'r it falls diu* lor paMii(*nt iiiidrr tin* pioMsion.s oi 
till* Income 'rax \<*ts 

1! 'riic tax chaiijcd in an assi».s.sim*iit shall he payable as 
follows : - 

(I) as to tb** tax' cbar^t'ablc on tin* full nmomit of tin* assess, 
nient f(s.s (iU pi*i cent of the '* deposits " and seeoiul mort- 
fijajres taken into aceoiint in arriMnjz at the amount itf 
the assessment, on 1st tlanuaiy in the year of assess- 
ment (or. when tax is payable m lw<» instalments, on 
Ist January and 1st July) : 
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(2) a.s to the tax chargeable on 60 per cent, of the ^aid 
deposits ” and second mortgages, by a payment of one- 
fourlh part tli(»nM)f on 1st .faniiary of each of the succeeding 
four years. 

3. Wliere (//) a lUidding S«)eiety releases a “deposit” or 
(/>) a .second mortgage is paid off, tiu' whole or balance of the tax 
eJiargeabli' in respect tliereot .shall become pa>abj(» on or befoix‘ the 
follo\Aing 1st .ramiarv (hi Lst December of t^ieh year, a staUmient 
shall be furnished by tiie builder giving particulars of all such 
n'lea.ses and ))aym(‘nts iinuh* uj) to that date, of which partioulars 
have not alix‘a(ly beiMi furnisliisl 

4. Kviept as ])ro\ nh‘d in paragraph o, a loss undm* a guarantee 
oi on M‘(‘oiid niorluagi' is to .illowi^d as a d(slu(‘tion in computing 
the ])iofits (or loss(‘s) of tin* ais oiiiiting ixu'hhI in whi(‘h tlii^ lo.ss ia 
realised 


0 Tin* tax eliaiged in re.spe<‘l of a busines.s which has been 
discontinued (oi whn h, for tin* purposes of Si*e(ion .*12 of the Finnnee 
Act, H)2(), is drsuned to hr* discontiniirsl ) shall, irntw itlistandirig 
the discoiitinuanci*, b(‘ pa^abh^ as proxiderl in paragr’aphs 2 anrl .'i. 
Where, aftei thi* discontniiiam e, but befon th<‘ last instalment of 
tax bccruncs due and payable uikUu this ariangrment, a Joss m 
inquired undi'r a guarantee oi on ms oiid luorti/agr*, thi‘ a.s.seHsment 
foi tlu' year of diseontinuunce shall be rcMlueed bv tin* amoiiiit of 
such lo.^s and the tax jiayable during tin u‘Mi.inaler of l.hr* penorl 
of rlefeiinent shall b(‘ leducrsl aci'ordmgl\ or lepavmcnt of 1h(‘ tax 
o\crpaid on the asse.ssm(‘nt sh.ill hi made, as Ihi (/i-^e may reipiin*. 

(» Sur-l.i\ 111 respect of any Ncai to which this airangement 
a])plies shall lie payable subject tii ibfi'iment similar to tboHc* 
applicable to ineoine-tax foi that >ear. 

7 111 tbcevr-nt of failure to pa\ aii\ lax due under t hi^^^arrauge- 
iiient within twenty-one da\s after the agnssi date for payment, 
the full amount of all tax outstandunr shall inimediatei\ become 
paj’abh* 

1 (WV) rlesire to adopt tin* above arrangement and hereby 
undertake to abide by the teriiih tlierc(»f 


Siffnatum. 


Dated 


AddrfiHH. 
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§ 6.- -Doctors. 

Medical men’s accounts ^n'esent little tliffieulty 
exce])t in tlie following rc.s])eots : — 

(«) Tijcy ai<‘ often lccj)t on a “cash basis,” i.e., 
alMiongh all exj)en(liture is cliargcd on an 
accruals basis, only those* fees actually received 
in cash are brought into eredit. “ W'hen a trader 
or follower of a ])rofe.ssion or vocation dies or 

go<'s out of business and there remain to 

be collecled .sums owing for goods .su];|)li(‘d during 
1h(* <‘xi.stence of the business or foi’ .services 
rend(*red by the jn'ofessional man during the 
course of his life or his business, there is noigiestion 
<»f assessing those recei]>ts to Income Tax ; 
'they an* 1h(* r(*c<‘i}»is of the busine.ss while it 
lasted, they ar(* the arrears of that business; they 
rej)re.sen1 m(»nev which is euriusl during the* life 
of llu* busiiu'ss, and are taken to be covered by 
the asse.ssment made ilurmg tin* hfi* ot the 
bu.siness, whether that ass(>.s.sment was made 
ijOn the ^basis oi bookings or on the* ba.sis of 
.receipts” (Kowlatt, -J. in /fenwe// v, Ogston 
(19110). 1.5 T.C. 374). In the ca.se of new |»raetice.s, 
the Inland Hevenue will not now countenance the 
adoption of the cash basis, but insist on the 
jpreparalion of ])roper Im-ome and Expenditure 
[Accounts. It is, however, a matter for the 
■ Commissioners to decide whether a cash account 
is acceptable. 

(&) A proportion of the net annual value of, or the 
rent paid for. the doctor's residence, is ]>roperly 
cliargt*ablc. Tliis proportion should be fixed 
liaving i*egard to the ftwt that a medical man 
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jtivust maintain a much larger house than would 
he necessary' for his personal use. in order to 
attract ])atients: Although lie may only use 
two rooms for his practiet*, he should ho allowed 
a pro])ortion liigher tlian tjie mere value of such 
rooms. A projiortion of the (‘ost of lighting, 
heating, cleaning, and af si-rvants’ wages should 
also be allowed. 

(c) TJie major portion of the cost of running his 
motor car is chargeable to the jiractice. An 
account of all expenses should be kept and 
'charg(“d, a reasonabh* [lortion b(*it)g ad<lod biu*k 
for ])rivate u.s(*. The wear and teai' and 
obsolescence allowances must be apportioned 
on a similar basis. If a new car is purch!ise<l 
every year, the rcm*wals basis is more satis- 
factory. 

((f) The salary of a laruui !( n( n'i cmploy(*d during a 
\acation or illness will nsnally be allowcri as a 
defluction. 


§ 7.- -Hotels. 

Th<' s]»ccial itmus to Im' noted in the ease of hotels 
are as follows - 

(«) The cost of meals and mainteiuinee of the staff 
and ]jro])rietor is usually credited to the Trarling 
Account and debited ua a .■specific ciiarge eitlier 
in that account or in the Profit and Loss Account. 
The piojiortion attributable to tlie |*ro))ri<*tf>r 
not an allowable item, being an apfiropriat ion 
,jof profit, and must be added back for Income Tax 
purpostis. 

ib) A proportion of the rent or net annual value, 
wliichever ia chargeable, must be added back, in 

R 2 
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flic case of a rc.si(lont|)ro])rictor in respect of the 
portion of tlio liotel oocu]He(l by liim and his family. 
(c) Any rliarffe made in the accounts in respect of 
hire piirchusi' instalnuaits on furniture, etc., 
must 1)0 apportioned botwocn interest charges, 
wliich arc allowed, and ])art liire mstalmeiits, 
which must be added bai’k, 

(</) A W'i'ar and 'I'oar Allowance should be claimed 
on furniture, etc., e.vccpt in the case of those 
items which are subject to constant renewal 
through brcakagi's, etc., on which tJie renewals 
basis should la* adopted. 


Illustration. 

'I'kadino \nj> I*jioht \m> Loss XcctirM* fOR tiit* 


!h 

Yl All KN1)KI» JMsr Diet' Mill K. IPJIJ 

('t 


l 

i 

i 

To MoaI, Kish nnd 



0,00(1 

,, ProNlshuis 


, MviU 

. 10 ’MJ 

, (hMIlTill Htturs 

I.HIMI 

■ ,, ( hani'e .Meah 

1 r»() 

,, WajirH and Meals of stalf 


1 ,, VtieiidiiTiu' 

1 o')() 


,, 1 iiiiidn 

70 

ftiid Pinprh'Kii (and Iih 
family) 

£l ivm 

,, j uel and SuiidiUM 

1 1)1) 

„ Kent 

son 



„ Kutfs and liisiira n o 

('•10 



„ Im’tniii'Tsn 

,, Find, (las and Klmdrie 

Too 



Idulit 

l.tcjn 

1 

, 

„ Laiindrv 

I.TO 



„ Llcniu'f and Trlo|iliiini‘ 

1 III < 



Printiiik' and SfatlnniTt 

(JO 1 



„ NnwapAiifitt and IVriodioalt 

:!» ' 



„ UidforjiH . 

„ AdvcilUlmi 

SI 



2tm 



„ Goncriil Lxpenm'H 

7.11) , 

«,.MO ' 


Proprietor'*’ Salarj 
,1 Kepaira, Malnteiiain'o and 

Drpnei.i- i 

ram 


Uon 




Learie 

£720 



PreinlMi a 

no , 



Fninifiire, efe 

*11)0 



iIIhri and Chin a 

iso 



Ciitlei} and IMalo 

>10 



Ijlnrn . 

1 •( 





L47i» 


„ Gro^fi Profit 

■ 

:• 'MO . 



£t*il 0 1() .£20,|)&0 



£ 


£ 

To Pud Dehta 

1 10 

11} Gross Profits from General Acroiint 

5.940 

„ LtealCostri 

21) 

.. Wlues and Spirits 

Tobacco .... 

1 iilO 

,, Audit Feu 


95 

Hire Pnrrhaso Irileroit 

NetProilt 

S3(> 

, 7,602 

.. ZillllardA 

85 


£^S0 £*<.030 
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The Net Annual Value of the preniisea is £1,000. It is agreed 
that one-forticth of the premises are occupied by the proprietor 
and his family, and that £900 be it^ganled as the cost of main- 
t4‘nauce (inclusive of all charges for meals, lighting, laundry, 
etc ) of the family Th<‘ glass and china, cutlery and plate, and 
linen are dealt with on tln^ renewals basis, and a wear and tear 
allowance of £2S0 has been agreed for lD3.‘l-3i in rc'sspect of 
furniture, etc. 'J'iio legal costs are on Revenue Account. 


am» L(» \i»nsiMiN‘i A« 1 i»i ST iuu Imdmk 'Cax Cr 


'Jo.Nfl Vnim.'iM iiliK* in N«t Profll 7, <502 

L* s l*ni[»oiti(iii(lisalli»wt‘il , KmiI h<)0 

Cruiirifloi , liiii'im Liv. TOO 

'•7 • ,, I'ropiii Ini'- > s,il,ir> <500 

, AOjvi-'fd l*rofjts !•' i<ii , l>i fm i itmn 

520 

l*n iiii-i*' <50 

liiinitiin* Ml' I'tOU 

, Piopru lor'* Mainti iMiMi f , 000 

£11, <582 


\ -->1111 111 l'» 5 ! 'il 

Cruiii I'll: £ 10,707 

\ 5 i.ii mil ]i II Mlrmniui' 2 HU 


§ S. — Savings Banks. 

Tlie income of savinsis Imiilvs wliicli wonlil be 
chargeable niulcr Schciliilcs (‘ or I) is c\cm))t from la.v 
ill the year for wbidi excm|»tioii is claiimal so lar as 
litlic income is applied in tin- paymi'iit or credit of 
interest to any depositor. ('I’bt inlerest is cbarjicabli* 
on the depositor under Case 111, Scbislule I). ) 

In any ease, however, Mhere I lie interest paid or 
credited to anj' depositor I'.Mceds tl.'i the bank or 
branch eoiieerned mn.st make a return to the Inspector 
of Taxes for the district m which it is situated of the 
names and addres.ses of sneh riejx/sitors, otherwise 
it will not obtain the relief to which it is entitled by 
this section. 
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Anv niit;li n'tiirn must ))C made before the Ist of 

l| ■■ 

Mii_\ in the y(‘ar hjlJowing that in rcsj)cct of whieli 
‘oxemplioii is elaiined (§30 (3), §32 — J920; § 24 — 
1024). 

A savings bank may claim re])ayment of ta.\ in 
resjteet of manaj^eincut expensca (§ 33 — .sec Chap. 
IX. § 0). 

§0. — Private Schools. 

It is {'(‘tu'nilly tJie ease with refiard to |)rivate 
seiiools tiiat tin* sehoolmastm- Jiimsi'lf oeeu])ieH a 
jiortion of the seliool ])nm)ises. 

If tJiis is so, then uiuhT lliilo 3 (c), Cases 1 and If, 
Scliednk* I), as amended by § 31 (1021), not more than 
two-thirds of the r(‘nt or net Seluvhde A as.sessment ean 
be eliai-ffed ajjainst tlie profits, unless in any ]>artieular 
cas<* tJie Commissioners are of o]>inion that, Jiaving 
regard to all tlie einai instances, some gi’catersum ought 
to be deducted. If the selioolinaster docs not live 
on the premises the full rent or net SeJiodnle A 
assessment can be charged. 

In tile same way if tlu^ schoolmaster lives on tJie 
premises it is nec<‘ssary to a])portion tju> various classes 
of expenditure, as only tlie part a])])licable to and 
necessary for the business <‘aii lie allowed as a charge, 
and the usual ])roi'e<lure is to treat this ])roportion 
/as two-thirds of tJie whole, exee])t in the case of a 
Nai’gc seliool, when a gi’cater ])roportion may be alloweil. 

gyiieession, Wc'ar and Tear Allowance may 
he claimed on school furniture and fixtures. 

The following is an illustration of the accounts of 
a schoolmaster : — 
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Illustration. 

Mr tl Harvey is a aciioolniaster. He balances his books 
regularly on the 81st iJeeeiiiber in each year. 

He owns the freehold of the school i)rc*nu,ses, and the Coniniis- 
sionei’s lia^e deiidwl tliat two-thirds of the Schedule A Assessment 
(£240) can be n^gaided as applical)le to the business, the remaining 
one-tliird bt'ing regaixled as applicabh^ to that portion of the 
premises used as a private n‘sidenee. 

Tn dealing with the aeeounts for the year (‘nd(*(l 81st lleeeiuber, 
1982, tlie Inspector treated the following uinoiints as personal 
expenditure uneonneided with the business 


Pio\ isions 



t;224 

Indooi W ag( ^ 

, . 


-to 

(iai'(l(Mi and Oiitdooi 

Wages . 80 

Laundry . . 



. . ol! 

Fiu‘l and Liglit 
Flic Insuranci' 

• 


2t) 

8 

Mcdi<al F\[)cijscn 


li 

Hc[)curs and lb‘n(‘wal 

s 

to 

Kates 

. 


It) 

I'hc following IS the 

l^iofit and 1 \ccount for the vearendcfi 

81st hccciiibci, 1982 




riioKii \Nn 

1.11'*^ Ac f III N r. 

iJr \ L\u I. Mil i> 

>1 

In 1 ] Mill K, (Jr. 

rartlculars 

Amount 

Particulars 1 Axiioimt 


£ 

s 

•1 lad. 

To ^ro^l‘‘U•IlI^ 

1,23G 

II 

II b) Si lioul Fnca . li.ttle 7 0 

,, Masters' Salaries 

61»l 

0 

0 

,, ludoor W'aiD’s 

3?.'i 

II 

0 

Garden .iiid Outdoor W'aKe^ 

200 

0 

(1 

,, Laiindr> 

24(1 

•1 

1) 

,, Fuel Hiid 1 mlit 

l(i2 

0 

0 

,, Postaizc, siiitioiitr^ 

IJO 

u 

u 

„ Ganii'b, Lvpnlitioiis, dc 

63 

II 

u 

„ iDCoiiie Taa, sOifdule IJ 

4M7 

2 

0 

Scliadule A 

mi 

U 

0 ‘ 

,, Fire 1r]-.iiranc» 

12 

U 

0 

,, Medical b 

4d 

0 

(1 

Kepairs and Kilter ala . 

l.M 

0 

0 

Keep of AnunaN 

(U 

0 

0 

,, Kates 

3*J 

0 

0 

,, 6uDdr> T'Npii.M'* 

140 

0 

0 

.. Net rrolil 

1,820 

o 

u 


£5.1M4 

7 

0 £V4M 7 __q 


You are required to adjust the account in acconiancc with the 
views of the Inspector and acquaint Mr. Harvey as to the amount of 
the assessable profits for the year 1933-34., ignoring Wear and Tear. 
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1‘llOFlT AMJ l.OMS \l),ll STMBN'l .XlXlll'NT FUK IncuMK TAX, 


iJr VlAK hVliKO ,*{lST 

Df:rK\iiip:r{. 

1032 

Or 

To SjIiimIiiIc A- 

1 

liv Net J*r(ilit 


£ 

1,82 ■> 

• fiJ- of 1240 

100 

,, Ineoine Tax, 

S( hedule A 

00 

.. aiil.irn 4 , bi iiik' Assessulile J'rofits 

2.037 • 

• ■« 

Srhediiiu J) 

487 


, I'luportKiii 

(i| I'Xpeiidituru 




tieated as p^Tsoual — 
CinvisKiiis 

1224 



Indoor W.'tfie^ 

Oardiii anil Outdoor 

40 



W.iKt s 

•10 



l.iiiindr\ 

52 



Fuel .iiid iJk'lit 

211 



hire Iiimiraiit'u 

Medie.il IXiMiiHeti 

3 

5 



Ki pairs and Jleiit wale 

41) 



Hates 

10 

425 

2,7l»7 



12,707 


AsspBsineiit, 


£2,037 


§ 10. -Solicitors. 

following is an illiisl ration of IiK'onu* Ttix 
adjiisl nu^nts in r(‘^|MH*t of a soli(‘iti)i''N huMiuss : - 

Illustration. 

Tlio Profit and Loss Account of Mr. K Scrnciici, a solicitor of 
the Supreme Onirt, was as follows — 

I'uunr \M» Loss AitiMNi, 

Dr N I \n I Mil i» nisi Ih I'l ’NiHi It nriiJ t r 

C S vj 

nwi in r.i-t- i.siin u o 

>0 , \iti( li‘ii I l( rk’H I'n'iiiiiiiii liii) 0 0 

•J4.I 

:>n) 

4 1 

s.n 1 

£L,«.HI0 0 0 0 0 

The oftice expenses include an item of £49 paid for Incoine 
Tax under Schc3dule D. 

Mr. Scrivener lias aLso a local office at lus private house, winch, 
IS his own property, and is assesst^i under Schedule A at £40 net 
What is Mr. Senvener's Assessment for the year 1933-34 ? 


To Kent of Otllu 
llatto 

y ,, Olllri* h\|iriisvi 

^ ,, Siiliirifs 

,, UUli I>('llt4 

,, i>V|>l(1vliltli)II 

y Law Llbrarv 

^ Furniture 

I, Interest on l.oiin 

Hank Interest uiul Charge 
,, Net rrotit 
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Prout and Loss -Vdji stml>t Vi iorNTroK Jmomk Tax, 
Dr Yk\r DMini Sisr 


To ScIkmIuIo a , Valiu* Prh .itc Hoimo 

May, ^nl alluded 13 

. Pari Kati's ('lonnint;, Ac . 

Private IlouiH (• 

lialaiice, Artsr-4>:ab]i* Prolit KOI | 

L'‘10 


Miirii, iy:i2 

Cr 


1 £ 

Il 3 Net Profit 

1 8.^1 

,, hf'iirpcmtiini 

1 20 

,, Jnt<‘ip>t (111 l.oiin 

10 

,, llKOlllt 'i'llV 

40 


£010 




'Hie cost of riMicwum office furiiitun* would, of course, be 
charged under offici* exjionses, smcc \\t*ar .'uul Tear Allowance 
‘ }H not claimed 


§ 11. — Stockjobbers, 

The follow iii<: i.s an illustration of I in*oni(‘ Tax iuljust- 
inputs 111 res|)P(*t of a stoi kjohlMa's l»ii.siiu‘.ss : • 


Illustration. 

The following is the Profit and /veerumt of Messrs. X. Y. 
& Co., stockjohliers, for the year endid .'{Lsl Deceinher, 1932. 

What W'ould he the firnr^ a.ssi s.snu iit foi 1933-.'M ^ 


J* 

'.ill J r 

\Mi 1 

.1 1''^ 

\( • i. 

Dr Yj:\ii 

1* MH 1 

■M 

''I 

ill 

(iMiii I!i:i2 




ii 



Cl .S.iliirius 


1‘* 


■ II'. 

Pi'iie nit iioiiai^ 

, Pi'iniicr’'* *'.il!ir> 

4 id 

•1 

•I 

. 

Juii n -1 

, Upnt 

dim 

14 

II 

, J 

I IP id' ii'l 

, Otllcc KxptriHit 

3 721 

ID 


' 


, Ptlf J ( .isll 

>4.1 

12 

•i 

1 


MiUnpti 

Ky '» 

1 


1 


, nduatioiia 

472 

1 

D 

1 


32.» 

II 

M 



, Iiitt (III l^iiBii 

(lOO 

1 

II 



, lnter(‘at mi t apual 

4,171 

0 

II 



, lloiiiiH A( (.iiiiiit 

‘114 

(1 

(| 



i 'oininisifoii 

, Aiiiiuitiis tu rcTirpd Part' 

1,1*20 

0 

II 



ncru 

l.’iOO 

(1 

II 



,, lUUiice, btiiiK Prill it . 

40,»(ll 

i:i 





iliS, ’i.'i'i 

II 

r 

. 



rr 


42W 17 b 
I 70-n U 7 
.>,417 2 8 
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Dr I'lroT-n and Loss Ai)jrsiMfcN*T Ar'couM lOB Incoaie Tax. Cr 


T(» DIvnlornlH /»'s* Tn\ 

n.iiifiM* hrinu Xa'intiui/Ir I'ntlit 


£ 


' £ 

:,.4i7 

n> Npf Profit 

. 49.30J 

.il.I.'U 

„ l*arfner’H Salary 

450 


Donat ioiM 



,, Interr*.! on Loan 

tm 


Intorest on Capital .. 

4,:J74 


„ Aiiiiiiitics 

I.jUU 





Assessment, 103;i-34 



§ 12. -Lloyd’s Underwriting Syndicates. 

TJ)(» followiiij? is fin illustration of tJu' method of 
^arrivinjj; at tJie assessable jnofits of an imdcrwTitijig 
syndicate : - - 

Illustration. 

X. IS an uiulrrwnWr and uiidcrw riling agent at Lloyd’s, who 
balances Ins Ixujks regularly on the 31st Leeeniber of each year. 
He writ<‘s for himself anil three names, viz., A., B., C. ; for himself 
and A. ^.double hiic% and a single lino for B. and C. His accounts 
are kept in syndicate form. 

You an' required 1o adju.st the .syndicate accounts for Income 
Tax i)urposi*s, and allocate the iiiidei writing profits bctw'ei'ii the 
members of llic syndicate to enable them to fill up correctly their 
/'Income Tax Returns for the fiscal >car, 1932-3.'], in so far as the 
^underwriting profits are concenied. 

The charges represent a salary to X. which is at the rate of £200 
per annum per name. X. also receives as agent a commission of 
10 per cent, on the ascertained net profits from each name. He 
charges against his own account salary and commission in exactly 
the same manner as he does against the accounts of his names. 

The Underwnting Agent X will be liaolo to assessment in 
respect of the salary and commission after charging any admissible 
expenses which have not been debited in the Underwriting 
Accounts (sec paragraph 12). 

The following is the UnderwTiting Account for the syndicate 
of X. and others for the year 1929, closed in 1931 : — 
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] >L‘t‘ i) 1 


liKili 
Tec 3i 


1031 

Dec 31 


Hi 
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X AND OTHERS. 

rNDl'KWKlTlNC. A»H «»UNT FOll THE Cf 




s 

d 

' 1920 



£ 

a 

d 

To C lamia 

.’lO itto 

0 

0 

Dec 31 

ID Pipmfiims 


‘ 103,000 

0 

0 

,, Hp-iiKsiirances 

.1 f>iM) 

0 

0 




' 4,800 

0 

0 

' „ ('harees 

SIM) 

0 

0 


.. Itc-jiiMii.‘inrc 





„ Balancr 

54.r.'i4 

0 

0 


Uci'u\ pries 


03U 

0 

0 






^ ,, Interest on lD\eM 

- 









UieuLs 

1 

804 

0 

0 


100 J04 

0 

0 



li 

109.204 0 0 





1930 






To riaini" 

30,400 

0 

0 

Dec 31 

ID llalniiep 


64.004 

0 

0 

,, Ke-inaiiraures 

1 2n0 

n 

0 


,, saliages 


(1,000 

0 

0 

„ Ilalanrc 

23,514 

0 

u 


,, ilu>infiur.in( r 










ItceoverloM 


420 

0 

0 







£ 

(11,114 

0 

0 





19.(1 






To Claims 

14.'i7n 

0 

0 

Dec ,11 

ID 1i>ilinei‘ 


23,614 

0 

0 

,, Re*liiBiiraiK‘f'S 

240 

0 

u 


,, siiKaues 


(124 

0 

0 

„ r, :.I ■■ 





,, Kii iusiinuire 





I'l-l.- 

“,1.10 

0 

0 


Koei>\erli'il 


312 

0 

0 


1 24 1 .0 

0 

0 



£ 

2l,4r>0 

0 

T 


.SN Mill \l 1 


) HOI- 

To X t on.iiiisMOii — 


1 

i< 01 iy,(iio “oi 

0 

0 

„ Pront ",(>70 

0 

0 

i'kOlO 

0 

0 


Vr 

i B d 
0,040 0 0 

Jl I.iUO \l I) 


\ ^M. (‘'IHKIl.s 

Adji'siii) A»;< oi ms ai.km viin«. I'KHin iuj\\ii> mi ^ll. Minks ok 

'I Mi lS^ MU' \ 1 1 


To XM Profit f»rtlip><'ar l‘L»'» 

Add Ai.'oiit''* Pifilur\ 

Ditto Coiuubsioii 

Aiiiuiint ilniiblljlt iiiojiorliDnali l\ l'<tW' • •' - 


L s <1 ted. 

0 ,f (70 0 U 

MMJ M M 

Vli4 l> I) ' 

- - , i,;iJ4 i> 0 

tDl ,410 U 0 ^ 


X—* of ill', 4411 

It^dApMU'shaUry 


Cuminitsluri- 10"., in 

Ditto 

il — » of of ilO,440 . 

Agi'iit's .. 


t HO ') (I ; 
JOij <1 u I 

J.'JsO IJ 0 ‘ 
32s U 0 ' 

I 

1,740 0 0 ' 
300 0 0 I 


3,0,3 0 () 

2,yi2 0 0 


Lm Ageiil'i Commiahlon— lO^i, oi tl,'i4o 
C -Ditto 


1,540 0 0 
1.'j4 0 0 

1,'Hil 0 0 

0 u 


Xct Profit as per Account.- corn 'tl> allocated 


£8r.70 0 0 
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'J’he I iitciCHt cm im cstmeiits as per accounts was as follows : — 


J-'ir fill* MMi I'lJO 


£ 

H«4 


'J'hirt liilcn st on iii^cstninits la divisible as follows : — 


£ 


\ 

1 Mf 1^1)4 

‘2HS 

\ 

i 

288 

li 

i 

144 

e 

k 

144 



£8r.4 


The syndicate fl adjusted profits for rneoinc 'Fax arc as follows : — 

i s (I 

N»t f’rofif . . . S <»T»i Cl 0 

Lrh'i liitciiM nil liiM'stim'iit'o SCit ci (1 

\iii tinf ii[i III whn'li r.i\ I' ''hll lux.ibli* h> iiirmhiTs 

of llif SvikIIi iiti . £7,sri 0. 0 


This amount is divisible between the members as follows : — 


X — Crollt rr Arnuii t of M'lir 

Lfiiji Sli.iii 01 liii(‘r(.''>t on liiMNtiiirrit'i 

2 c.rt I 

\ Oil to ‘J C>M 

H Piolif, > nir l'*‘j‘i . l.jso 

sliaro (it li tt mi fnM'vtiTii iiN 114 

],242, 

V Ditto . 1 ‘^4^ 

S\ iiilicnti*‘s •Vdjustod I'r lilt (orrcc (h ullmatni £7.ST2 


Tlie basis of asse.^sniciit set out aboM' is known as the 
“ eon\ entioiial basis,” and it will be ctbserv'cd that tlie profits 
made in respect of risks underwritten in Ib-l) an tissessetl for 
the year U132-lk'i 'Fins b.isis of a'"Jcssini*Mt cannot be claimed 
by members who eomnuuioed iind<TW’ntin^^ after the otli Aiuil, 1922. 
In such eases )U'ofits for the year 1929, closed 1931, form the 
basis of assessment for the year 1930-31. Thus, in the case of 
members who are assessed on the le^al basis, the assessments 
are made two yt*ars later than in the case of an onliiiary 
jtradcr, since the accounts arc not closed until two years after 
Ijthe eud of the uiuler writing; year {i.g., 1929 is closed 1931). 


§ i:i. — Lloyd’s Underwriting Agents. 

Tlie follo^ving an illustration of the method of 
arrivmg at the assessment of an underwriting agent : — 
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Illustration. 

Referring to the last illustration . Mr. X., underwriter and 
agent, consults you with reference to his own Income Tax ndurn 
for the fiscal year, 1932-3;i. 

He submits, in addition to the information rlieady pi'.en in the 
previous illustration, tlu‘foll(A\ing particulars. On the 1st Jaiiiniry, 
1930, D. joins the syndicate, his agreement witli X. being identical 
with that of the other names On .Linuai v 1st. 1931, A. died, and 
according to the agrcdnent X leeenrs a windmg-up fee of MO 
guineas, payable in half-YeaTl\ instalments of oO giiiiu'us, th«‘ fust 
to be jiaid six months att(‘r the deatli 

During the yi‘ar ending 3lsl Deediibi*!', 1931, \.'s busiiu'SH 
expenses (onnected with his undervMiting agiMicy business, were 
as follow ^ — 


r.i ‘ IN' ri N'hF s 


I' titi> iil.1T'> e.i.il 


L 

Rout iind Hoiisi iH’P I'l I 

('ll rk-.’ S.il irii s ' 1*0 

s.il in or Ik (iiit\ i'kr 

MoviI'n Siilisi iipnoii l!l 

Shippiiiif .1011111.11-1, I lu\iH 

spat .it l.lovil'^ ■» 

Accoiiiitaiii V ( h.in^i ”< ITi'l 

Audit hiv (Ollii i.il .Vudil ) 

, llenpvolpul Fund, '1 Ai I'l 


Ml. \ 


Phoi 11 

\ ^0 Luns 

\l 1 III N 

1 1 mi 1 M uMi J \ ^ 


i)r Milt rin 

^ 1 \K 1 

lf 1 1 1 .1 1 

>.1 hill Mill 1', I'i il 

( r 


, 


d 


Ji 1 d 

To Rent nmj llou-sckti pi i 

1 *5 

ll 

II r. 

"dan ■' 1 ii'l' 1 w*niii.i 


„ Sdliirips 

1 i4 

1) 

ll 

\^'i .it diiniiu 1 I ll 

Slid ll 0 

,, sal.irMr<j III OrputN 
, LIomCi Miti->niphoTi 

nil) 

ll 

0 

I Jllllill >11 IO |•••I I'llI 


i\ 

0 

II 

■ ill 1 " 1 n iirii 1 1'r'ild 1 i)ii 


,, sliippiiiu .loiini.ili <Vp 
, ,, si a( at LloviJ's 

H 

II 

II 

1 i-r j iji'ipli ii'il n • ar 1 . • 

MOl ll l> 

’» 

II 

•; 

J ij'.l a - 'i* 1 Ik > lid o. I',i . . 

,,,. Ano'iiil ui« V eiuTUi's 

K»o 

II 

1. ' 



.. Audit F«'* (\ '-j I'ropo:- 






tlDI) old\ 1 

"i 

1) 

II 



A‘-i' lid', eriitlt'i 

I IJH 

II 

ll 




il.7d 

ll 

ll 


ki,7#U «J 0 


HJi lit 1 > J J i I 


il.lJH (J (I 
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INC’OMB TAX. 


CHAPTER VII. 


Losses. 


’s I Sli.niNl, our LossIS IN ONT 'IrM)!’. X^IVINST TlIDl-ITS M M»L 

IN Asonii'it Ki 1 1 . i:t 

2 Claims i nplr ^ lU, 1 n<omi: T \\ Ai t, MHS, \m) I*jv\Ni ii 

Ai r, I <» ?(*. 
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§ 1 -] 


('HAPTKIl VII. 
LOSSES. 


§1. - -Setting off Losses in one Trade against 
Profits made in another — Rule 13. 

Uiulcr R\ilc 13, Rulc.s a|)])lii-iil)l(i to Casc-s 1 and II, 
iSfhodule 1), a ]hts()ji caiTVin}' oji. (‘illicr alone in’ in 
jiarlnorship with otlu'r.s, two or luon* distinct tuades 
charffeablc* under Cases I or 11 ol’Scliednle I), i.s entitled, 
in arriving at the assi'ssrnent for any fiscal year, to 
■set off a loss made in one trade in the preceding 
year again.st a profit made in aiiotlier trade in the 
jireeeding year. 

Tlie “ loss ” is tlie loss as adjiisteil for Income Tax 
purpiwes, just, as tlie “ jirofit ” is the adjusted jirofit. 

Tills I’ule affords very material relief to a person 
who carries on two or more distinct trades and makes 
a lass in one, and in many casi'S may rcdui'e eon- 
siderably the amount ])ayable liy persons who are 
liable for sur-tax, and mav have tlie effect, of relii'virig 
altogether a yierson from the |iayment of sur-tax. 
It will be seen that the ndief is normally given in the 
year of assessment immediately following that in 
.which the loss was incurred. 

The follomng illustration shows the practical value 
of the section to the taxpayer : — 
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Illustration. 

X , a niarruMl rnau. c‘arrii*s on hii.sinc.sH as a ^rocf*r, and his 
arljiNtfd [iiofits for thf yc'ar ended July, 1932, as agreed witli 
tin- /iis|)r( loi of Taxes, aniouiit(‘d to £1,410. 

fie atsfi earnes on hiisnK'ss as a hosier, and sustains a loss in 
Hie year ended 31st I)eeernlu‘r, 1932, anniunting to £1,290. I'lus 
figure IS also agreed \Mth the Inspector of 'Faxes. 

X 's i>nl,\ other source ot ineoirn* is tlnit from iiuestments which 
1)1 ing liiin 111 an annual gross ineorne of £230. 

lie desires to claim allowances and d(*d mitions, taking advantage 
ot Kule 13 of ('ivses I and II, Sehetlulc !>. 


StaTKMKNT OK lN(().\Ih 1 HOM VLL So(?R( Ks, V K \Ji 1933-31. 


Husint'ss Ihoiit 
(irocer 

Loss Ihisipess Los^ 
Hosier 

Pmate Ineonu* 


£ s d £ s. d. 
..1,410 0 0 


. 1,290 t) 0 


120 O 0 
230 0 0 


'Fotal St-itutoiN Income 

Ih'flifrt 

Karncd lin ome Allowanee 

;ih of 1*120 21 0 

Pel'sonal Allow aiH‘e . l.lO 0 


'Favahle liiconu' 


3r)0 (t 0 


0 

0 174 0 0 

£l7(i 0 0 


Cliargealile tl'o at 2 0 m £ 
1 at Ti in i 


121 17 0 
A 0 

£22 2 t» 


It will thus lio M'cu that X., liavinj; already paid 
by dc'duetion Ineonu' Tax amounting to t‘o7 lOs. dd., 
is entitled to el.mn re])ayment of £.*{5 7s. 6d. tax. 
If he were not entitled to set off the lifcs sustained 
in the hosieiy husine.ss against the ])rofit made 
ill tlie grocery business, lie would be liable to pay 
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tax amounting to £222 12s. (5(1. in addition to tlu> 
£57 10s. Od. suffcTod hy d(‘duction, tJius : 


AsscNsnirnt — OnKvr £1,410 

H(jsi<*r . Nil. 

Tuvostinont Tuoomc 2.‘10 

Total Strttiiiorv Iikmuiu* I,fi10 

Deduct — 

K.im(‘(l liicoTiH* Aliowaiicf £-S'J 

l\‘rsoiiaI Allow aiifc ir»o 

WVl 

T.ix.iIjU* lii(‘oiii(‘ £l,‘Jos 


( Jhar^c*.il*l<’ tITo al 2 h . 2l 17 (> 

1 (»:n at o 2 :)S 5 o 

2S0 2 0 

/jf.s’s‘TaK(I<‘<lu( tr(l at .s<»urro£2;i0.it.7^ ,77 Jo 0 

I'ax payubli* under ( ‘ase I 1222 12 0 


Wheio one trade is carried on l)y tlic liushand and 


anotlu^r ])y the wife, a loss in the trade carried on 
hy tJie one may he s(d off under WuU^ l.'i against tlio 
profit in tlu*. trade carried on liy otiier. 

It slionld he noted tliat in tJie cas(^ of a ]>artnorshi]>^ 
tlie sharia of any ])artiier in the firm's jirofit or 1oh,s 
for the year is tin* amount uliicli )i(' is laititled to 
aiiply uud(‘i Rule 1.‘5 against anv (jlhcr trad(‘ carried 
on hy him or against his shan* in tin-* loss or jirofit of 
anotlnn’ firm in whic Ji lie is a partncT. 
r In the eas<‘ of a new Inisiiu^ss. tin* loss in oik; trade 
may form the basis for relict under KuU* 1,5 f(;r three f,^ 
years, since the loss for this purpose must hi* computed ' 
as a profit would be eoinjaited. This rarely ariseal. 
in practice. * - 
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§2.— Claims under §34, Income Tax Act, 1918, 
and § 33, Finance Act, 1926. 

S(‘(ii()ii affords relief to a taxpayer wlio, in 

on a trade, ])rofossion' or v^oeatiori, farming, 
ete., sustains a loss in business during tlie year Qf 
assessnu'nt . It does not €ap])lv in tlio (‘ase of 

(liTninisli(‘d profits, but only \\JuTe an acUud h)ss 
can b(‘ proved t<» lia\(‘ bc^en sustained aft(‘r a])i)lying 
tlu' rnl('s and rc'gulations laid down by tJie Ineomo 
Tax Arts. 

It ejiables a person wlio has sustained a loss in 
business to rix'ovkk, in tiik vicau in which thk j-oss 
js rN(’TJKKKi), an amount etpial to the tax thereon, 
or a ])ro|)oiiion thereof, where Ineonie Tax lias 
already la^en paid for th(‘ year of assevssnu^nt, eitlier 
on aeeount of llio statutory ])rofits of tJu^ business 
based on the profits of the prc'vious yt^ai', or in r(\s]K‘et 
of any other ineoiue u])ou whieh tax lias been ])aid, 
either by direct assessnuMit- or l);v deduction. 

Tile section (as ainend(*d by § \i{) (:}) reads as 

follows 

34.- (1) W iicii* iuiN prison losh m im\ tiadr, 

piofi'HMon, tMiij)J()MncMt or \oiMtioM. ranicd on li\ liiin ritlic*r 
flol(*ly or 111 pai tnriship, oi in 1 Im‘ orcnprition ot l.inds tin' tin* purpose^ 
of hushaiidrv onI;s, c»r in Ihr oiTupalion of ^^oodl,lnd^ in ir.spict 
of which tic has clc< led to l>c cti.iiiicd to ta\ under Sehcilnh* 1), 
lie may upon j^imii^ notice* in writing to the hur\c\or within one 
year aft cri In* M*ai ot asscsMiicnt, appl\ In tin* ccMiciarcomniissioncis 
or to the s[i<‘cial connnissionci's, fnr an adjust ni»‘nt of his lialiility 
by ri'fcrencc to the loss and to the ar^iceatc amount of his income 
for thill ycai estimated aeoonline to this Ait. 

(2) 'rile ('ommissioneis shall, on pioot to their salisfai tion of 
the fiiiioiinl of the loss, and of the payment of tax upon the a^erepite 
amount of ineome, m\e a certificate autluirisine lepayment of so 
much of the sum paid tor tax as would lepresent the tax upon income 
equal to the amount of loss, and the eertifieati* ma\ extend to give 
a|iy exemption, ahatemeiil, or relief depending u])on total ineomo 
from all sources, authonzeii by this Act. 
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rpini tli(‘ nt the lortifii'uto llie (.'oininissioiU'iv? of 

Inland H<*\onu(‘ ^hali caiisi* n'|Myim*nt to hr inadi* in conformity 
there VI ith. 

(3) If anv ]>cr.s<Mi sliall lu‘ mnltv of unv fiaiul o: contrivance 
in making aii\ «tp{)}i('atini) under tliiN or in ohtaiiiinL; any 

isiicli adju.stnient oi ei rtifu alf .is .iforesaid. he -^hall foKfut the ^uin 
'of fifty pounds 

(-1) Wlic re ri'piivnient lla^ tie'ai ni.ule 1o .1 piu'son lor ;inv yar 
nndei tins si'ction lie '•h.ili mn he (Mititled. in eninputme the 
^amount ol the .is.sesstneiit to? anv suhsci|uent v'ear, to a ihduetion 
4)f any portion of the .inuiunt in K'speet of which such lepivnient 
has h(‘en ohtainccl 

W'Jioro ii claini is iinule nmler .‘M, and tax rocovoird, 
tlio amount of tJn‘ loss ,so usimI caniiot Im* ulilisc^d 
for tho ynii'poscs of ndiof iituler any o1li(‘r provision of 
tli(' InroiiUi I'ax Ads. 

Hy § Kinan<(‘ Ad, I112d, wJiora a ptTson sustains 
a loss (ltirin<j: tin* year emlinf^ oth April, or in 

any siieetH’diny yt'ar, in lespc'd of wliidi lolii'f lias 
not lH‘en wliolly f^iven tinder § IM, 01 under llulo l‘{ 
of ( 'ases I and 11 (wJiu li einddos a I 0 .-.S in oin*. lnisim\ss 
to lie set off aj^ainst a profit in anotJier Inisiiuiss 
earried on liy t he sann* owner isw i ’liap. Vd I, § I ), or any 
otluT provision of tJie Invome Tax Acts), Ikj can claim 
tliat any hoss not ciilisli) m\v iti: ('MUOld roKWAito 
and set off against tlie profits or gains on which he is 
ass(\ssed under Schedule 1), (‘ase 1 or II, in rcs|)oct 
of that trade lor the ^i\ 1 oli *AMNti vkaks, hut any loss 
in resyieet of wJiieJi relief is givtai undtT this stidion 
cannot be elainied iimU^’* any other yirovision. 

As regards tlie loss sustained by a pai*tuer, the term 
; “ amount of yirofits or gains on wliieli lie is assesscjd ” 
means liis .share of the firiifs assessment, which he 
should iiieliule in Ins return of total ineonie {^ee 
illustration on p, 2S7). 
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Ilclicf under § 3.‘i, 1926, is to be given against tlie 
{first ,ivjulal)le assessments in tlie succeeding six years. 

VVIu'n' fi Joss IS sustained — 

(a) liy a [xtsoii occupying wofsllands wlio 
liiis (•Icctiid, under llule 7 of Schedule B, to be 
assi'ssed under Scliedule I), or 

(h) liy a person fK-ciijiying lands for 
iiusbandry who has elected, under IJule o of 
Scliedule B, to be a.ssessed under Schedule 1), 
§ 33, 1})2(). applies as though a trade were being 
earrii'd on. In the <‘ase of uoodlands. once an election 
has been made to be a.ssessed undcT Schedule lb ther<* 
is no r<‘veision to Scliedule B until there is a change 
of oeeujiier. In the ea.se of husbandry, however, the 
Schedule B a.s.se.ssment automatically applies unli'ss 
a Buie .'i claim is made. Accordingly, if in any year 
a Buie .5 claim is not made, the .sc(|n(‘nee of Soheduh- l> 
asse.ssments is broken, and a lo.ss meiiired prior to 
that year cannot be carried forward. 

A loss ineuiTcd in any year ended iirior to bth A]>rii, 
1927 (or if tran.sitional relief was elaimod under t| 29 
(3). 192(), a hxss ineuiTed in any year endeil prior to 
()th 192!)). cannot b<‘ carried forward. (Note. 

§ 29 (3), 192(), allowed the three vears average to 
be continued in certain ea.ses until l!)2S-29. Since 
this relief is now out of date it is not dealt with in this 
edition.) 

It .should be noted that § 33 (1920) gives relief by 
reducing the next following a.s.sessm(mt(.s) an the same 
business only, wheivas a claim under § 34 must, if 
made, be use«l against the statutory income for the year 
of assessment, i.e., wiiere the loss exceeds in amount 
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tlie total income ii])on which tax has been paid," no 
matter under wliat ScJiedule it was assessed, a refund 
of tax under § liA can only be claimed on an amount 
equal to siicli taxc'fl income, tJic balance of the loss 
being carried forward xindvv § XI, 1 02b. 

(Under § 33 it will ho noted that only fire assessiuejits 
arc available for red in t ion by a loss broiigld forwanl 
sin(*e, altJiougli llie loss can In* carri(‘d foiwaid for .s7> 
yeai s, tlie tirsl of such velars has a vil assosment in any 
eas(‘. ) 

A curious |)oint <ins(‘s in coniu'ction with claims 
und(*r § 34 w1m‘J‘(‘ part of the profit consists of la xecl 
int(Test, dividends, (*tc., winch flefinit(‘ly form ])art 
of tJie trading [aofit. 4die l^iotit anrl l^oss Ac'count 
for tJic year of asM‘Ssm(‘nt has to 1 m‘ adjusted in 
ur'cor(hince w’itli th(‘ ruli^s and regulations of Incomci 
’J'ax before an a<tual loss raui be substant iat(‘d. and 
in onha* to do tliis cv<‘i \thmg wha li ha.^ b(*(‘n <-harged 
in tiu' JVofit and Loss A< count, whieh i'^ not allowiMl 
for Inconu* 'J\l\ pinposcs. has to lx* writtcai bai-k. 
On th(‘ otlu'r hand, tlie Lrotil and Loss Aecount 
may im hide* on tlu' cicdit side ta.Necl interest and 
/dividiaids, but such arinamts (annot be (h‘dm‘ted so 
as to ^-Oliver! an ollicrwis(‘ protit into a loss, unless 
it can be ])rov(‘d tJiat tin* leciapt f»l taxc*d dn idends 
‘and int(Test not an e>.sential part ol the operation 
of the business as a wln)l(‘ [Hi nil \. Hflinhuryli Life* 
^4s.s7/mwee Sorirfy (l})0h). .7 3a\ (as. 221). In deter- 
mining whether a loss remains w hen sik li taxc<l income 
is ineluded. charges payable can be d(xlu( led, however. 
This restriction applies ])arti( ularly t«> Banking, 
Tn\estment, and Insurance (Vanpanies Rule 16, 

(‘ases T and JI, Schedule D (3mp. L\, $ «). 
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If, how<'V(T, ilie result of trading is a loss prior 
to wrifiiig l)iiek sneli taxc<l interest anil dividends 
as form ^jail of tlie trading reeei])ts, then the Com- 
niissioiK'i's will not givant a refund of tax on tlio ■wliole 
of llie siatuloiy loss, hut will r(‘dueo such loss by the 
inclusion of tJic taxe-d interest and dividoiuls wJ)ich 
ai’e actually trading reecdpts. 

In ll>e cas(‘ of Rex v. Cotuviissioiif'i-s of Inrotne 
Tax, ex, parle. donirni.s.'iioner.'i of Iiilatid Revenue 
{/iJxplotaliryu.'i do.. Ltd.) ((1904), 91 L/l’. 94), claim for 
i re])ayin(‘nt W'as allowed althoiigli tlu're was ojily a 
slatutory loss, and no actual loss was ])rov'ed ; but in 

■ praci ice the ( 'oniinissioners ridiisc to follow this decision. 

The re.strictions above mentioiusl do not affect tJie 
loss available under § .Tl, 1920, Jiowevi'r, since in that 
ease the “ adjusted ” loss must lie takiMi. 

Section 114 a])|>bes to com}>anies as well as to 
imlividiials, smci* a conijiany is a jievson within tJie 
meaning of the section. 

I’he lo.ss to be taken is, h'gally, that of the i-’lscAi, 
>ear (found by splitting accounts wliere necessary) 
but the Ib'M'iiiie will allow the accounting year to be 
.treated as eo-terminous with (he fiscal year, if the 
taxjiater agrees to adhere to this method. 

For 19IJ2-I1II onwards, a concession is giviai whei'cby 

■ the vear and tear allowance can be added to a loss for 
the purposes of a Jj ,‘14 claim. The coiuessiou is that 

,,so much of the wear and tear allowance as cannot be 
* used in the as.sessm{'nt of the year, but iiot exceialing 
,'thc allowance for the year of assessment, is available 
to be added to the lo.ss (or iis(><l to convert a profit 
into a loss). The amount of wear and tear allowaiu-e 
so used for § 34 ennnot then be carried forward. 
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Illustrations. 

(1) Profit for voamulccl iMrinlxT, IIKU £500 

M m2 100 

Woar and Tear Allowaiuv . flOSO 

do. bnui^ht forwanl 310 

Otlicr liK'onic, S(*hc<lul<‘ A Xrt Vnnnal X’aluf l!70*i 

iSclii'cliiN* I), (\isi* I Assi'ssnirnt . 1032-3!i 
/.f.s.s Wrar and Tear Allow .inrr 

brought toiw aid . t3l0 

for ycMi (>S0 

!)!»0 

rnabsorbiMl W’rai and IVar Vllow.nnr illOO’ 

Sia-TloN :>l ( 

Los^, I 032-.33 . uoo 

\ft(l rnabsi'i Imm( \V«mi .md 

'I'rar MIowancr tOO 

An viIiNIU.l m.mnst i i \ toOO 


'riif nnali.so! bod W'oai and XllwwanM* ha> bjon nsrd for 

the* ]ini posts of llif ^ 'oiu'ossional ^ .'U *Iajni, and c{inm»t Im‘ t'liniod 
forward, lint tiu ^'ast* I asS(‘''snH nl in iU wdl bf Nil# Tin* 
nt'l t*fft‘ft IS that a rf|).iN nifiit i*' <»n tin* CiOO msitsid of ila 

bcin^fairi(.'d forwiird to itsluc-t lal«’r ii1 - Ibid 1 1n* SfliiMlnlr* 

A a.ssi'.ssmciil bet-n 1:200 . ad y linn 1 IOO..I tin- unabsorbiMl \V'(*ar 
and 'H-ai Mlowainf wonid be nsi d b.r tin i mik 1 sinnal ^31 ( laini, 
It'aNiiiL' 1300 I 0 lu‘ (.iiimmI toiwaid ti- \Vt ai and 'rnai Mlowainn 

(2) 111 till* above illustration, liad llit* Wf.ir and 1 1 ai \lloMane(.^ 

for 1032-33 been 11310, an<l that bomeb^ baw.ird UiSO only 41310 
could bfiM* been adtled l(> tin l<»'‘s. tin* lialam <• <»f tin* nnafisorbed 
\V(‘ar antriVar All(»\\an(e (lllSO) .i\ ailaidi- fortaiix biruard 

as weal anil tear 

(3) Piofit for \ear 30tli Sefitt nibi-r, I!i3l . 41200 

d„ 1032 .. 1150 

Wea I and 'bear Allow iini’e. 1032-33 4.27. » 

Case 1 Assessment, 1032-33 • • 4.2* M» 

A# .vs- Wear and "bear Allow .itn e. 1 J»32-33 2 1 •» 

Cnabsorliod Wear and 'bea Allow anee 417.7 
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SwTios .‘W ('I.4IM, 1{).'i2-33 — 

\cai ended .‘lOtli Se|)tein1)er, 1932 . . £•"»(» 

Itnhirl ('i(ii<-e«M<>iial Wear and I’i-ar . . T.'i 

Niiljoiial IjOKh i2>'> 

'Fax eaii tie leelainied nialer Se<‘tioii 34 nii ■t2.'5 agaiiial other 
jiieoiiie 

The 193!{-34 Case I Assessment will he ml. i ^ .the halain'o of 
the 1032-33 Wear and Teai Allowanee (iT.*) t!2.‘)) still offsets the 
£.'10 protits. 

'File Wear and 'IVai Allowanee lor 1033-31 will, of eoiii.se, he 
carntsl forwaitl or/nsed lor eoin e.ssional lieatinent.'’ 

In ih<‘ f-asc* of parliuTships, Hk' conco.ssional allow- 
anop will only Ik* rnadi* if all llie parlnors (not only 
tliOHC c.laiinin^ iiiuU'r § 114) af>r(‘p tliat the relief for 
Avear and tear allowanee so j>iven shall he hindiiig 
on the firm, and not only on those ])artners who 
have claimed under 5^ .‘11, so lhat in the event of a 
snhseipient change in the. partnershij) tin* jiartners who 
have not elaimi'il nnih'r § lit shall he proeluded from 
elainung further relief in respect of such v\ear and 
tear allowance. 

Prior to the eonee.ss)on ttas different m 

tliat the amount ot the wear and tear :dlowance for 
the year ot assessment could lx* added to the loss 
for that yi'ar for the purposes of a i-epayinent under 
■§ 34, hut the amount of the wear anil tear allowance 
on w'hieh repayment was so made had to he hrought 
in as a profit of that year in computing suhseipieiit 
asse.ssments. 'Phe wear and tear alloAvanee could he 
u.sod to convert a profit into a lo.ss in similar circum- 
stances. But wear and tear brought forw'ard could 
not be used to add to a loss nor to tuin a profit into 
■'.a lo8.s. Since the concession may be encoimtercil 
in considering past years for various purposes, an 
example is given hereunder. 
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lUustration (Concession applicable for years up to and 
including 1931-32). 

D. Ltd., made up its acrounts annually to Slat Di'crmlinr. 
Its adjusted profits u ere as follow s - -I!I2S- t2..")(M) . 193()--tl.'5d ; 
1931— £400 ; 1932— In 1929 an adju ited lo.ss of £2,000 
was sustained. The Wear and Tear ullowanees were afiiind at: 
1929-30— £220 . 1930-31- £190 , 1931-32— £100 , 1932-33 £430; 
1933-34— £390 

Tlio asM'ssnu-iils and (laiin-^ would lie as follows : - 


'ViAIl ll NO i :u < MIM Is M\HI ll \ I 11 1 MIM I" M VlJl 


19211- UI 

' PloIlKof lOliH 


‘2 '.111* 


(Ilium il \'s, . nil III 



X:.2S0 


Lehh Wuai .iiul I'l .ir 


i*2d 


III |M\ III! Id 1 1'lljiii il nil 

1 n'-s 

I2.ndd 






IJ "Sd 

!•/•/ \\ 1 d dill 1 1 II 


J-'n 

'J.'SJO 






1 it\ iiltdii.iti h liiitiH 

• nil 


£00 

1930 'll 

I III 1<I20 



Nil 

\iiii nid Id \\ 1 d . 111(1 

It'd 




('.irn liiiwoKi 

dinl 



Ml'di iiif i Mil \H nil II II I' IV - 




li'ai AII(i\NiIII(v £I'iii md 



nil Id \v,.s iii.iili III Id (d 

» 2 'd 



l.oss 12, (did 




/fA' W 1 d .ilnl 1 1 d 

I"! 







I'.Md ;i 


|dd 







V '«• sill' 111 



£30 

1931*32 

I'rolii Ml Id i«i 


) I ill 


I'lo'lt I'l Id-.li 


l.id 



/.(»'>* WlMF .lll'l h 4«1 

1 K.d 



/ ' « 1 \V 1 il idnl 1 1 i| 


|di| 

Nil. 


(in 1* 1 

Idii 














««• 




Nil 

( HIV |i>. .1 dll \V 1' d 

mill 




1 .iir\ ftiiv.inl 

1 1 iir iL’dii .111(1 I (I'x'i 

and 



1« d 


'lid 



!,ddi> 







1932-3 1 

I'mfit (.1 ld‘;i 


all'll 


I'mld ti' 1 > i 1 


idii 



/.''AH \\ 1 II Hill '1 ( .IT 

il.d' 



1 ‘ W 1 1 tl d '1 1 id . 

1 id 




.III i< r 

.'dd 

r. .11 

N,> 

•1 > If 

in 

lid 

VII 


( iii\ flirw.inl WiMi 

iiiid 



( ii' ' !■ 1 V I'd V\ I 'It 

.iinl 

1 Id 



1 t.ir iU (d Hill 1 li-^s 

:,iiiid 



li It 



1933- M 

Viotit (ir Id, 12 


is null 


I’i'iid "( 1 ' I ' 


£ s nun 



Lt HA \\ 1 .ir iii'i ri‘.ii 

i Jdd 



/* ' \S ir III t 1 ( Il i 

5 III 




il(f li 1 

2. Id 



'!' Il 1 

In 

1 id 

7,.j70 




T,'ISII 







Lf<^\ Lofi*- 

1' r 

1 di'd 







It wjJI be hmi from the tlut 

(1) Wear and Tear AlloManee muht be bi*b»re ilie 

loss bioii^ht f(>r\\ard. 

(2) Tlie total assesaiin ills oier tlie fne yfurs amount 
to £7, <)()(> under either imtliod, Imt 

(3) If a claim m made iinoer j 34. lepaymeiil js o!;tained 
ill the year in which tlie u sastaimd. i , when the money 
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<i.s iikr-ly f« l*«; nmst usi'ful, wheri'as under §33 the benefit is not 
rcci'ivril until Nome years afterw'ards, when profits are being 
made. 

(4) .All aiitiei])aterl change in the rate of tax would be an 
iinportunt factor in arriving at a decision as to which pro- 
vision would gi\e tlic greater ultimate advantage. 

LdSfirs C(trric(J forward beyond the .'six i/earM limit. 

\V<*ar and tear allowances must lie (Icdiiotcd in assoss- 
inents before deduetinfi any loss liroufrbt forward under 
§ 33, Finauee Act, I92(>, or § 19, Finance Act, 1928. 
It may be, ibend'ore, that at the ex])iraiion of six 
yt'ars follow iu[> the year in wbieb a lo.ss w’as meutred, 
relief for tbe loss, or any ])art thereof, has not b(*en 
obtained, owing to tbe fact that wear and tear allow- 
lances have ttbsorbed tbe a.ss(“ssmeuts which w'ould 
otherwise have been available for relitd in resfieet of 
tbe loss. fTliis ])osition is now' met by § 19, 1932, under 
which so much of the loss in ros|)ect of which relief has 
not been given (at tlu* end of the period of six years 
for wltich a loss can be carrictl forward) as repre.scnts 
the amount in res})cct of which ri'licf could have been 
gi\en but for the deduction of the wear and tear 
allowance, ina_\ be carried forward beyond tbe period 
of six years until it can be utilised. The net effect 
jin therefori' that a taxpayer can now utili.se lo.sses or 
liWear and ti'ar allowances to bis best advantage. 

Tbe relief does not ('\tend to the set-off of a los.s 
under § 29, Kinance Act, 1927 (i.e., losses utilised 
against income reeeived from a company to w’hieh 
tbe taxpayer has transferred his business). A 
• deduction for wear and tear must not be utilised 
more than once under this section. 

.\ny relief under § 33, Finance Act, 1926, from an 
assessment is to be given in respect of a loss sustained 
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in the preceding six years ladbiv it Is us(*d in resj)ect 
of a loss sustaine<l in any year Jiot witiiin tliose six 
years (§ 19 1932). 


Illustration. f'r..fits 

l!):i0.3l KM) 

i!):n-32 
l!).32-;t;i KH) 

io:54-;r. rno 

1 10 

19;{(i-37 

u»;n-3s 4;jo 

l}l3S.:{i) 


Yi*ar Ahsi*S'4iiuMit 


m\ :v2 Profits 1 I 

1932-.T^ Profits IS);5I.;{L> 

Profits 

Lfss w t't 'r m:\ t 
„ ))f 


Lo'm*'''. Wt'ar and Tour 

*VIIi'\\an(’i\ 

i: i* 

KM) 

(>iM» *),*» 

Kl 

S7 

St 

si 

■jnn 7'.) 

77 

7.7 

\V. A T 

o i t i 

e I 

K>n 

•)-, 

<». ) 

\il !)l um 

|iM» 

is7 

PJ 

Ino \il 7>, ()(H> 


19:34-30 Profits Jl);3.3-;{4 .. 

Lf-sft W & 3' is 4 


K»J 


Lrfi^ Ijo.n' 


Nil 


1935-30 Profits 193t-.'> , . 

Lrss W & T. mrjM 


:\lu 

si 

Js*) 

289 

— - Nil 


.12 


25,3 


LlSS Loss b. f . . 



[Chap. VII. 


284 IN(’(JMK TAX. 


Ai'ur. AKscsfaiiont. 

W. &'r. Loaacs 


c,f. o/f. 


£ £ 

I!l3<i-‘n Profits Ml.Vi-IJti . . 

no 

y.f.ovW l!»3«-7.. 

79 


31 

y.f.'/t Loss i),,f . . 

31 

- -Nil -- 222 

i!i.37.:w Ptoiiis i!»:}<i-;i7 . 

Nil 77 222 (1931-2)* 


200 ( 1930-7 )t 

Profits li(37-:js . 

430 

y.ovs \V k T. KKlS-il. . 

£l.) 

., l.,'t 

77 

— l.")2 


27S 


200 


Suhshtiitcd loss 

li i iiii(l<'r ii lit 

F.\. Ilt:{.» ' .. 7S 

- Nil -- 144 

* 'riii'o loh^. lilt iiii('>l III ill!' M'tir c.niiiot hr caiiiril forward uiidri' 

^ ;r.l, Fiiiniuo Art, hi mhuI thr yrai l9:t7-IiS, Inil, iiikIim' § 19, Finanre 

Ari, iiiwch ihiMrtii coiiklhavr lH*rii \ililnnd, hut fur the dodiictioii 

||ot NN car aiul ’i'i'iii Allow iiurrs, niii\ rontinun to hr ruined ioiwurd 

Tito uiiiouiit utiliRrd iM \\ nil <iriu Ti*ut V] low'd i ii i"<i im 

I 


1‘m;i i 

lOil 

I't.n-:. 

U)J 

i9:i:» Ii 

M 

Pi:n.-7 

79 




iw the at ^^41 uiiiitihM'd w only this aiu(»iiiit itiav loutmur to 

'^be eairiod lui wutih 

I 

t Tho 111 l9U(h7 must liti iitihbCil within the following ii voars bt'forn 
rtdirf IS gixeii in n sprit ut thr/Bubstitutod loss tor 1931-3:?.' 

TJic foIloA\ HI}: illii.stratious cxeni])lify tlie application 
of § 34 claims in various circumstances. 
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Illustration. 

A farmor liafl thr follow iin'oint^ for 
Faini, ass(‘ss(*(l under Sihedule 15. 

Direetoi’s' Fees, £4S0 

lnt(‘rest on War Loan £o00. 
l)i\ideii<ls five of lax 

For th<‘ yeai end*‘d .’list March. Ic piiiil hank intiu'cst 

on ov('rdrafi,of £100 and Ik* had rcclainu-d lax under § Income 
'fax Act, lOIS, in respect thi'icof. His accounts for that year 
sln)wed an adjusted loss of fSOO. aftcu (Inii^iinu the hiink in1<*rest, 
and lie made (‘laiiiis iindci Kiih* (). Schc<lulc l>, .ind § He li 
a iiiariic*d man, with four children of whom two arc i»vcr 10, luio 
of the latter Ik'iiu: still at st hool 


CoMl'l TXTIoNs, lO.d 





•am.d 

F.)r S 34 




(!laim 

Sclicduh* 15 


IbOO 

\il ijtule 3) 

Selu'dule F 


isr) 

£480 

Seheduh* 1), (/as.* IIJ 


.700 

500 

DiMdcnds £4t>0 


. > 1 

520 



2,h>o 

l,7tM) 

Bank Intcicst 


100 


J-.O.SS 



HIM) 



* ooo 

Ton 

Dfduct Allow aiices- 




Eariu’d Income ‘thofl!l,0S0 

£JIi. 


\il 

l^•Tsonal 

r»i> 


M 70 

'I'hii*e ( hiMien 

i:io 


130 



I'H) 

2^0 

d'axahle Income 


£l,.fOl 

£420 

Chargeable £I7.'> at 2 t) £JI 

17 «. 

£17.7 #il 

2,ti £21 17 *> 

J ,.‘520 at o .rjJ 

7 o 

24.7 at 

. - ni :> II 




S3 2 « 

'fax borne E.d.l-I 

2 b 


3.»J 2 « 

y,''rax Repayable 

. . 


£271 0 0 



[Chap. VII. 


:2Sf5 TxroME tax. 

1'h(* claim may l>c computed ; — 

Caricr-IIatioii of Srhrdule B assesfi- 

iiH-nl under Bulc* . . . . £600 

fjfsfi KaiiK'd Income Allowance 120 

£4S0 at o/- £120 0 0 

(VinccllatKui of Scheduh* K rhscsk- 

iru-nt . . . . £4S0 

AciV.*? F]arn(>d Income AIlowaiuM' 00 

nalan(‘(‘ of loi^s £(S00 - 4S(») 320 

£701 at .V” 1713 0 0 

20t') 0 0 

hfiH (Cancellation of repayment under § 30 as 
interest jsdel)ite<l in the Accounts, £100 at o/' 23 0 t) 

£271 0 0 

Had the farmer made no § 34 claim h(‘ would xircsumahly 
-*luiv(' elanued to he assessed under Schedule 1) for 1933-3-1, and 
again in sueeeasi\e yeais. earrjmg the los.^ fol^^a^d under § 33 (102<>). 
If in any >ear he onnth'd to claim to be so assessed under Sehedule 
I>, the l(»ss e«»uM not he earned forwanl further It should he 
noted tliat he could claim under Rule (». Schedule B, ^\ithoiit 
elaimiiig under t; 34 The larnu*r has an ad\antage under § 34 as 
eoin]>ared uith the onlinarv tradei, sinef* the fanner claims jntyl 
|iindt‘r Rule ti, thii.^ cancelling the assessment , wliereas, in the ease 
a trader, the original assessment stands . the net result is that 
.'till* fanni'i* saves the ta\ on the amount of the assessment as well 

I 

jas being repaid under ^ 34 against other income, whereas the trader 
is repaid only undiu' 34. 

Illustration. 

A. B. and C. are in partnership sharing profits and losses 
equalU, after uharguig bularies and interest on capital, amounting 
to- -A., £600 ; B.. £800. C., £400. 

t'or the year ended 31st December, 1932, the ^ijusted profits 
were £300; for 1933 the adjusted loss was £240. 

1933-34, assessment £300. 
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Divided nnioiitr partiu^rs — 


£ 

--300 Salaries and Interest .. 
l.SOO “Loss” 


\. 

B. 

c. 

£ 

€ 

£ 

tKtU 

soo 

400 

.700 

rm 

.■)00 

€100 

cm 

/jilK 


Although the le.sult of ilir ilniMon is as shouii. tin* fiiiii ean 
ordy be assessrsl on winch is shaicd b\ \ and IL in tin* ratio 

of 100 300 , tv, A t' can claini no relief on hia 

•share although from his juunt of view it is a loss ’ Alflnaigh the 
claims iiinler both $ !U and ^ 3.‘L 10:!(t, .u'c |)(>rsoniil .iimI individual 
claims to he made by each partncT s(*|Kiratci> . no claim for ndief 
Un respect of a losss ean lie made h\ an\ paitner whcir* the///>a has 
an adjusted (irofit 


For the purpose of am 

sing 

at the an 

lounts 

of loss on wlliel 

1 tliu 

Jiidividuiil partners may < 

lairn 

relief, the 

loss o 

1 €210 IS (li\ ided 




\ 


B 

(■'. 

£ 


€ 


€ 

t 

240 Salaries ainl Int< 

iM’I'st 

tit)0 


soo 

11 K) 

1,800 






2,010 l?dlariee 


i;so 


l»S0 

(580 


JjOSS 

ISO 

Ih.riit 

tI20 

£280 


Since the firm lias made a lo^s of U s sh.tie for tax 

purposes is nil, and A and (' >licin tlic .idjn.sted loss of in 

the rfitny, SO 2S0 , ? ^ , A Vi * • • -• 

— £187. A. can thereLirc claim under ? 31 on €.73 and <' on^£l87, 
or either (or both) may elect to all(o\ tin* loss to !»* cai'iied forw'unl 
under § 33, 1020, against tJuir of the next asscHS-;/^- 

mciit 

The claim under § 34 must lu* made by to 

tho taxpayer's Statutory Total Iru-onif* fioru all sources, 
and automatically reduces such total ituome. In iJie 
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caR(! of an individual, this may make it inadvisable 
to olaini the relief, as the following illustration shows. 

Illustration. 

A. carricfj on a business in which in the j^ear ended 31st 
l)f*renibc*r, 1930, he made a profit of £700. In 1931 he made a 
loss of £900 . Ill 1932 a profit of £1,000. 

IJis ^ife had an earned ineomc of £100 jier annum, and he 
received Director's Foes of £200 m 193(»-31, and thereafter £300 
per annum. He? also owned £4,000 5"^, War Loan, converted into 
31**0 War Stock 


Ills computations of liability would be as follows : — 

If no § 34 Claim made — If § 34 claim made— 

1931-32— 


lliisiiie'>is Profits, 

. . 

£700 


£700 

Direct or 's Ktes 

. . 

200 


200 

Wife's eariH'd iiieoiiu* 


100 


100 



1 ,000 


l.OOO 




Ihdttvl Loss 

claimed 




under § 34 

900 





100 

War Loan Interest . . 

• 

2<Mi 


200 

Statiitoi> Ineomc . 


1,200 


300 

Ih'diivt AIIo>>anees 





Kaineil Ineonie, 





'.th of i;i,ooo 

l‘2tMl 


!,tb of £100 

20 

IN'rsonal 

l.“)0 



1.70 

Additional 

40 



1.7 



39.7 


— 21.7 

3'axable inetane 


£S0."i 


£8.7 

Chargeable 





£l7.»at2(» 

£21 

17 0 


• 

030 at .') 

loT 

10 0 

£s.'> at« H Id liM> 

Tax payable 

£179 

7 (*• 


£1U 1:2 (> 
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1932-33— 


£ 


£* 

Business Profits 


Nil. 


Nil. 

Director's Fees 


300 


300 

Wife's Income 


100 


100 

. War Loan Interest . . 


200 


200 



6(K) 


600 

Deduct Allowances — 





Earned Income !th of 





£4W . ' .. 

t'Kfl 


l*S(» 


Personal 



150 


Additional 

45 


45 





£325 



£325 

Chargeable — 






£175 at 2 0 

21 

1 17 ti 


21 

17 ti 

150 at 5 - 

3i 

r l<» n 


37 

lO 0 

Ta\ payable 

£51 

» 7 li 


£59 

7 i\ 

1933-34-- 






nUMIH‘>.S Profits 


tl.OIMl 



£1,(KM) 

LciSii Loss brought forw 

anl 

S/OO 






IlMI 




Director’s Fees 


;HM) 



300 

W’lfe'.s Income 


KM) 



loo 

War Loan Intcu’est 


2<MI 



200 



£7(H> 



£l,0(M> 

Deduct Allo\^ances — 






Earned Iiieoine Uh of 




!l2S0' 


£5(H) ' 

Inn 


•lhof£L4tM) 


Personal 

150 



150 


Additional 

45 



45 

47.% 



£4(I.’i 



£1,125 



~ 



" 

Chargeable — 




£21 

17 6 

£175 at 2 ** 

£21 

17 0 

£175 at 2 0 

230 at 5 - 

57 

10 0 

950 at 5 

237 

10 0 

Tax payable 

£79 

7 6 


£259 

7 6 
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It will thus he seen that over the three years the total tax 
leiiffcn'd in this case is more, if the § 34 claim is made than if it is 
, not mode. 7'bis arises owing to the fact that if the claim is made 
effect is not giren to part of hj^ allowances in 1931-32. A change 
III the rate of tax would also affect the aniountK 

.Vote. — ^'L'ho authorities require the loss under § 34 to be set 
first against statutory earned income, so as to restrict the earned 
income allowance. It is understoixl that at least one body of 
General Commissioners have held that this Is wrong, but it is 
nevertheless the practice of the Inland Revenue. 

[t should be noted tliat all claiius under § 84 are 
to be ilctermiiied by the Special or General (.^oni- 
niissionors, against whose decision there is no u.^i'iieal, 
since the applic'ation for relief is not an apijeal against 
an assessment {Bruce v. Burton, (1901), 4 T.G. 399). 

A concession, similar to that allowed in re8])ect of 
wear and tear was in practice allowed prior to 1932-38 
in res])cct of the amount of debenture interest and other 
annual cliarges paid, i.c., they might be added to tlio 
amount of tJie loss for tlio ]>iir])oses of a claim under 
§ 34, but had then to be brought into assessment in the 
following year, to the extent that Income I'ax was re- 
fuiuled on the amount of the charges. This concession 
had a very restricted a|>])lieation, in view of § 19, 1928, 
and the operation of Rule 21, GemTal Rules (see 
,Ohap. VI 1, §3), and was Avithdrawn for 1932-33 and 
subsequent years. 

Illustration (not applicable after 19,11-32). 

R. Ltd. hud the following adjusted profits for tlic calendar 
yearn— 1929, £r),000; 1930, £400; 1931, £6,000. Wear and tear 
allowances were agreed at — 1930-31, £600 ; 1931-32^520 , 1932-33, 
£430. 

The company paid interest each year on £10,000 4‘'|, 
debentures. It claimed relief under § 34. 
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1930-31. Assessment on pi'ecedinjr year's profits £5,000 

Less W(‘ar and Tear Allowance . . 000 

4,400 

8 34 Claim . — Profit for y^ar . . £400 

Dfduct Wear and Ti^ar 

Allowance . . £600 

Debenture Interest 400 


(.'oiicossioii loss 


(MK> 

• Not amt)iinl im whioh ohaigod 


£;(,8(X) 

1931-32. AH8t*8smciit on prociMliiig yoar’s pntfita. . 

Add ariiuuut im which lopayniont 

£490 


made uiidoi otuict'.s.sjoii 

6(H> 



— 


Ltsa Wear and 1'eai Allow aiiec^ 

' ■ 

520 

£480 


; It will be seen that the profits still iii charge are Hufii(*ient to 

er the debenture interest in each year 

The reader will have observed that for ilio purponea 
of tlic illustrations of § elaiins, ( he aceoiinting year is 

considered to be (;o-termuM5us with t he fiscal year. As 
already stated, this is strictly concessional ; the legal 
basis is the loss for the fifical year, and where accounts 
are made up for irregular jieriods, and in the first and 
I last years of a business, accounts arc always “ split 
in order to arrive at the actual loss incurrec|.*in the 
I fiscal year. 

Where a loss is incurred in the first year of a business, 
'.such loss will normally enter into the computation of 
!the assessments for several fiscal years. To the 
extent that it is used to offset a profit in any year, 
relief has been effectively allowed, and such portion 
cannot be carried forward ; nor can a notional 
loss be carried forward {C.l.R. v. Adamaon (1932), 
dl A.T.C. 481.) 
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Illustration. 

(1) A. coifiniciicrd husiiic-ss on 1st January, 1929, and dis- 
continued on Jdth September, 1934. The adjusted profits and 
losses vvrr(‘ as follows • 


Year ended 31st December, 

1929 

Loss 

£1,400 

do 

1930 

Profit 

2,000 

do. 

1931 

»» 

4,000 

do. 

1932 

If 

1,200 

do 

1933 

Lass 

1,000 

I\iri(xl mided 30t!i Septcinlu 

r. 1934 „ 

100 


A.'s wife had an earned income of £390 per annum. A. ownerl 
the freehold house in which they lived, assessed at £100 (net). 
In view of the increase m the rate of tax in 1930-31, and the effect 
of his allowances, A. did not claim under § 34 in respect of the 
( loss in 1929, but made a claim in respect of the losses in the closing 
years. 


Yk wi.' 

Assessments. 


£ 

1928-29 

Proportion of first accounts 

. . 

Nil. 

1929-»> 

Result of first 12 months 


Nil. 

1030-31 

Previous year’s results . . 

. . 

Nil? 

1931-32 

do 

Len'i Loss brought forwanl 

. . £2,000 
.. 1,400 

GOO 

1932-33 

Previous year’s results . . 

. . 

4,000 

>'1033-34 

do. 

.. 1,200 


Lrss § 34 claim . . ' 

.. 1,000 

200 

1934-35 

•• Actual 

■ ■ • • 

Nil. 


But claim mode under § 34 against other income, 
on loss incurred during the fiscal year, i c., !;ths of £100 
£67. 

(2) S. eommenct'<l business on 1st .June, IfKU He made uj) 
his accounts to 3lst March, 1932, showing an adjusted loss of £61. 
His accounts to 3Ut March, 1933. showed a profit of £144. 
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Year. A ss k.s.sm knt. 

I9,31-JJ2 Artiial “ ]m)fit.s " from 1st •Iu]h\ HKll — 
ilth A])ril, 1032 

1932-33 Result of fust 12 inoutlw, 1st Junr, 1931 
- -31st March, 1032 Joss .. 

2 months to 31st Ma>. l932,(>iofi1 
of £141 . 

£24 jirofit has hr< n off-set ajinnist i'24 
of the thi h>ss Ji^uMinr to eai rv for- 
, ^vard oiil^ 

1033-34 Pre\ions years' piofits 
!jhs 1()s« as aho\ e 


£ . £ 


Nil, 


-til 


+24 

- - - Nil. 




144 

37 

107 


§ 3. — Annual charges carried forward as a 
** loss ” — Rule 21, All Schedules Rules, 
and § 19, 1928. 

Where a ])cr.soii lias l»ocii assessed io tax for any 
year of assessment, not lieinfr a year ]inor to 1927-28, 
#nder Rule 21 of the (Jeneral l{nl(‘s, in respeet' of a 
.tiayment ma<le wliolly ami exehisi\(*ly for tjie piirposea 
of a trade, profession, or v<M'atiou (not heinR a payment 
of or on account of eo7nTi{jiit royalties to wliieh § 2o, 
1927, a7)j)lies) the amount on whieh tax has been f)aid 
under that assessment will, for the pur|)0ses f)f § 33, 
1926, be treated as though it were a loss -sustained 
in that trade, profession, <»r voeation, and. subjeet 
to the ])rovisioTis of that seetion, Teli<*f in resjicet thereof 
■will be allowed iji eomputing that |)e.rson’s liability 
to tax in res7)eet of the 7)rofits or gains of that trade, 
profession or voeafitm for the six years folUming 
the said year of assessment. 

Provided that no relief shall be allowed under this 
section in respect of any such payment or any part of 
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any fiiich payment whicJi is not ultimately borne by 
tlie person assessed or which is charged to capital 
(§ 19, 1928). 

As a result of the rules enumerated in Chap. IV, 
§ 6, in any year in which a person has insufficient 
profits taxed at source or by assessment to cover the 
charges from which tax is deductible, he is required 
to pay over the tax on tlie excess of such charges 
over his taxable profits under Rule 21, General Rules. 

But sucli charges are not allowed as a debit in his 
accounts, and he would thus, indirectly, be charged 
twice on such excess charges if it were not for 
§ 19—1928. 


Illustration. 

A limiU'd liompaiiy made tlio following profits — 


Year tinded 31»t Man-li, 

£2,000 


do. 1*)30 

100 


do. 1931 

500 


do 1932 

4.000 

4 


The company also had an income from taxed sourcps of £200 
per annum, and paid dehenturo iiiti‘n\st of £700 per annum. Tins 
/interest has, (jf course, Ikhmi add('<l back ” in arriving at the above 
profit's. 

The assessments on the company >\ould be as follows 

1929- 30 - - £2,000 — \\ hieh is suilicieiit to cover the debenture interest, 

from which tax is therefore deducted under Rule 19, 
(ieiieral Rules, and retained by the company. 

1930- 31 — £100 —Tht' profits “brought into charge to tax” in 

this year are thus £100 plus the taxed income of £200, 
a total of £300. To that extent tax is deducted from 
debenture interest under Rule 19, but the tax deducted 
from the remaining £400 of debenture interest is under 
Rule 21, unci an assessment (in addition to the Case I 
assessment of £100) will he raised on this £400, but this 
! £400 can then be carried forward as a lass (§ 19, 1928). 
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1931- 32 — €500, less “ loss " lirought forward £400 = £100. Simjlar 

roiiiarks to those relating to 19,30-31 apply, and £400 f 
/'will he assessed iiiuler Rule 21 and carried forward as • 
a “ loss.” *> 

1932- 33 — £4,000, leas *’ loss ” hrnught forwarrl l’4tM)' -= £3,600. 

This assessnuMii i.s siiHieient to cover the debuitura 
interest, from which tax is therefore disliicted and' 
iftnine<niy the conipaiiN under Kule 19. ' 


§ 4. — Business transferred to a Limited Company. 

Owing to tlie operation of § 32, 192(i, wJion a biiKiness 
is sold to a limited eom])any, it must In* assessed os if 
it were diseoiitinuod and reeomineneed on the date of 
transfer. As a result, if a loss wert' ineiin'ed prior 
to the transfer, no relief would Is* available under 
§ 33, 1920, in as.ses.sm(‘nt.s on the eoin|»aiiy subsequent 
^to tJie. trairsfer. Where the memliers of Uie eoin]Miny 
'are the .same ])ersons as tJiose w}u» wen* (‘iigaged in 
the former lnisine.ss thi.s would <*iitail a luirdship. To 
avert tliis, it is provided bj- § 29, 1927, as follows : - 

29. — (1) Tf, whore a Imsiiios., earned on l>y any individual or 
by any individuals in partncishi]* has, windier Iwforc or after 
th(' pas.siii^ of ihiH Act, bcf*ii lkhiji ' m a foMTANV in (on* 

SIDKKATION’ SOLKIiY OR MATNLV ftl 'UIL M LnTMhNT OK SHARKS UK 
THE COMP\N\ TO Tir \T' INIU\ IDI \I. OK 'I Ilo^i; '1 NJJlVIJll AI.S, l||f 
total income as roin])utc(l for tlic }mi|H).scs of Income 'J’hx of any 
individiini to vlioni or t«) wliosc nominee or nomini'cs sliarcs havi* 
bmi Ko allotted iok vnv \e\k or \sskskmknt THKoi'(»mnT 
WHICH HE JS THE BEN'EIK lAL OAN > EK Of TJIi: SHAKES and through- 
out whicii the companv (*arncs on iIp* husmi sN, includi*s an\ income 
deriA’cd hy him from the com|mnv, ^^lJcth(l hy way of rlividcnd.s 
ion those shares or othcrwia- the |iro\ihions of tj Finance Afd, 
]020, shall apply as if the inemne ^o diTivcd Kcn» profits and jruiiiK 
6n winch that individiiaJ auis assessed under Schedule I> in respect 
of that business for that year . 

Providetl that — 

(i) wli**re under the said § 33, a« applier] by thia section 
a loss falls to be dwlucted from or set off against any such 
income for any year of '’sacssment, the dcnluction or set 
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off flhall he made in the first place against that part, 
if any, of Ihe inoome in respect of which the indiWdnal 
has been or is liable to be assessed to tax for that year ; 
and 

(ii) where any loss, or any part of a lass, falls to be 
deducted from or set off against any part of the income 
from which tax was deductible by the company, the 
individual shall on giving notice in wnting to the surveyor 
not later than twelve months after the end of the year of 
assessment to which the claim relates, be entitled to claim 
an appropriate repayment of tax, and the provisions of 
the Income Tax Acis relating to claims for repayment 
of tax in respect of any allowance or deduction shall, 
subject to any necessary incxlification, apply to claims 
for repayment under this section. 

(2) This section in its application to the year of assessment in 
which a business is transf(n*rtxl as aforesaid shall have effect as 
if for the reference to the year of assessment throughout winch 
the individual is the iMMicficial owner of the shares and throughout 
w'hich the company earru's on business tlunv w(*rc substituted a 
reference to the pericMl from the date of transfer to tin* fifth day 
of April next following. 

It should be noted tiiat in tliis ease, as in the case 
of all otlior loss claims, a jiarlner can claim I'elief in 
respect of liis sliare of the firm's loss, iiTes])cctive 
of what claims liave l)ecn madc^ by other partners in 
respect of tlieir shares of loss as to tlie date of transfer 
{see pp. 275, 28(5 and 297). The loss is set against the 
transferor’s earned income from the company before 
applying it to unearned income. 

Illustration. 

A. and U. carried on business in jiartncrship until 31st May, 
1932, when they transferred their business to A. B. Ltd , being 
allotted shares as consideration for tht* transfer. A. and B. shared 
profits equally. 

The adjusted profits and losses were as follows * — 

A. and B. 

Year ended 30th September, 1929 Profit .. £3,0(X) 

do. 1930 Ix)ss . . 5,000 

t4/ «lo 1931 Profit 2,000 
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A. B, Ltd. * 

Year ended 30th Scirtember, 1932 Profit' . . £1,700 
do. 1933 „ .. 1,300 

Directora’ Fees were paid os follows •— 

Four months ended 30th Sopteniber, 1932, £400 each. 
Year „ „ 193:1, 1,200 „ 

Dividend paid 1932, £500 each. 

^ A. made a § 34 claim in 19:10-31. 

Assiws.mknts - 

Tilt 111 


Year. 

A 'b Nhiiro 

I( *» 

iin Kiiin 

19:10-31 

£4,000. 

A. claimK Hiidci 
§ 34 on £2,500 

t4.(MK) 

I'K.lKKl. 

1931-32 

Nil. 

Xll. 

Nil. 


Tncreased under ^31, 1920, to 
penultinmte vear, viz 

actual profit 


£1,125. 

11.125 

i.f t‘2.<HHi 


11 's IS uidiiMsl *Sm* litdnw 

1)\ loss bioii^ht forvvaiil 

to fft/. K’dlli 111^ fiini'h 

aMsrssiiK'iii to il,l2.i, to 

hf* horiM* l>\ \ II 

lia^ 11,17 • lo-,*. to I .III V 

irM w.iid 

1932-33 The profit for tht* >car 3oili Sc|il4*rnl)i'r, 11»32, U 

apportioned betA^efn the linn aial the tMinipany aa 
follows : — 

Profits per accounts £1,70*) 

Add Directors’ F<‘c*s whollv i hur^'eabh! tt)' 
company 

£2,r>00 

Firm’s proportion- S nnuiths .. €1,007 

Company s proport if>n 4 months t*S33 

Lphu Directors’ Fees . . . . HOO 

33 

£1,700 
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Firm’s asseHsment (April 6th to May 31st, 1932), 

— - X £1,667 = £382. 

S 

A.’h proportion £191 


B.’s 


£191 


Lpsh Loss b/f 


1,375 


. Leaving to c/f £1,1 S4 

Directors tecs : — 


= nil reducing firm's 
assessment to £191 
to be borne by A. 


A. 400 + I'V of £1,200 = £1,000 


B. do. 1,000 

Lf/iA Loss bf .. 1,1 S4 Nil. 


Leaving balaneo . . £184 

to claim as sot off against dividend, reclaiming the appropriate 
tax overpaid. 

It should t)o noted that any Wear and Tear allowances to 
which effect has not been given in the vendor's asHeRsments cannot 
be carried forwanl to tlie company. 

The eompany's assc^ssmenis would be — 

1032-33~-£33 /‘ tbs of £1,300 =- £683 

193.3-34— £33 -f- .‘^.ths of £1 ,300 = £900 

1 934 -3.V -Decided upon by Commissioners 
of Inland Revenue under § 34, 

1026 — probably .. .. £1,300 

Subject to any claim arising for adjustment of the assessments 
for 1933<34 and 1931-35 to the actual ])rofits of those years. 


§ 5. — Losses not incurred in carrying on a 
Business. — Case VI. 

Wliore a porson is assessed in respect of any profits 
') .or gains under Case VI, Schedule D.laiiy loss arising in 
fresj^ect of aivother source assessable under Case VI 
* {may be set-off against the profit^ any balance of 
K such loss may bo carried foniv'ard in a similar manner 
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to business losses, but only against Case VI assessments- 
(It must be noted tliat a § 34 claim cannot be made 
in respect of such a loss.) Tlie relevant ])rovisions 
are contained in § 27. 1927, and are as follows : — 

27. — (1) Where in ain year of nssossnuMit a. person suHtains 
a loss in any transaction, wheiluT lu' was engaged therein solely 
iir in partnership^ being a transaction of such a nature that, if any 
profits Imcl arisen therefrom, he would have lieen liable to be 
assessed in respect thereof under ('nst* VI id Seln*<lule D. he may 
claim that the amount of the loss suslained by him shall, as far 
as may be, be deducted from or set-(»ff airainst the amount of any 
profits or gains arising from any transa' tion in resjieet of wbieK 
ho is assessed for that year under the Kind (Vsi^ VI, and that any 
portion of the loss for w’hieh relief is not so given shall, as far aa 
may be, be carried forw'anl and dediieti’il fiom orHi*t-nff against the 
amount of any jirofits or gains aiising from any transaetion in 
respect of w'hich he is assessed uiidm tlie said Case VI for any 
■ of the six follo^ylng yeais of asscbsmenl 

(2) In the application of this set I ion to a loss sustained by a 
partner in a partneislup the expression “ the amount of any Jirofita 
or gains arising from any transaetion in ii*speet of which he is 
assessed '* shall he taken to mean in resjiei'f of any year siieli peudion 

1 of the amount on w'hieh the paitiiership is jissessed iind(»r Case VI 
in respect of any transaetion as In* would he reijuired under the 
Income 'lax Acts to include in a return of Ins total ineonii' for that 
year. 

(3) Any relief under this section h\ wa> of I he carrying forward 
of the loss shall he given as far as possible from tin* first subsi^iiuerit 
assessment in respect of any Mic’h profits or gams as aforesaid for 
any year within the said six following .\eais, and, so far as it can- 
not be so given, then from the next .such assessment and so on 

(4) The provisions of this seelioii sliall extend so as to apply 
to a loss sustaiiicsl in the >ear ciifling on the fifth day of April, 
nineteen hundred and twenty-seven. 

Illustration. 

A. during the year 193J-'U inrurred a loss of £],<K)t) on an 
underw’ritmg speculation. In the same year he ma<le a profit *Vf 
£400 from Jetting furnished rooms. Under § 27, 1027, the loss 
will be set-off against the profit, extinguishing the assessment, 
and the balance of £(it)0 can be camwl forward and set against the 
next Case VI assessment on any annual gain. 

Hatl there been no profit of aii> kind assessable under f 'ase \'l 
in 1932-33, then the w'hole £1,000 b as could be carried forward. . 
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CHAPTER VIII. 
SUR-TAX. 


§ 1. — The Basis of Sur-Tax. 

By the FiiiaruHJ Act, 1927, § 3S, Income Tax for the 
year 1928-29 and every sul)se<jiH“ni year is charged 
at a standard rate and, in the casi; of an individual 
‘whose total income from all sources (‘xceeds a stated 
amount, at a rate or rates in excess of the standard 
rate in respect of any iiart »»r ])arts of his in<‘ome in 
excess of that amount. Tlai tax charged in excess 
of the standard rate is called the “ sur-tax ” and is 
payable as a deferred instalment of Jiicume Tax on 
the 1st January following the end of the year of assess- 
ment (§ 42 — 1927) ; t.e., the sur-tax in rcsjject of 
1932-33 is due and payable on Ist .laiiuary, 1934. 

The tax was formerly known as sii]K*r-tax. 

The principle of .su]>or-tax was introduced for tJie 
first time by the Finance (19t)9-lO) Act, 1910; and 
by § 66 of that Act an extra 6d. in the £ wsis payable 
w'here the total statutory income exceeded £5,000, 
• Ion the amount by wldch it excee<lcd £3,000. The 
basis of the tax was later modified and made payable. 
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i(vh(*re the total statutory income exceeded £2,000 
iipon tlic amount by which sucli income exceeded 
£2.000 (J^'inance Act, 1920, § 16 )j- Super-tax was 
abolished for the year 1929-30 and subsequent years 
(§38 — 1927), For teelmical reasons, both sujier-tax 
and sur-tax were payable in resx)cct of 1928-29. The 
,})rovisions of the Acts relating to super-tax apply 
Mutaiis mutandis to sur-tax. 

The rates of super-tax for the years 1926-26 to 
1928-29 inclusive, and of sur-tax for 1928-29, were as 
follows : — 


In respect of — 


The first £2,000 


Nil. 


The next £500 


. . 9d. in 

the £ 

„ £500 


.. 1/- 


„ £1,000 


.. 1/6 

»» 

„ £1,000 


2/3 

II 

„ £1,(KK) 


.. 3/. 

II 

„ £2,000 


3/6 

II 

„ £2,000 


.. 4/- 

II 

„ £"),«)() 


.. 4/0 

II 

„ £5,000 


.. 5/- 

If 

„ £10, (KK) 


5/6 

II 

The remainder 


.. 6/- 

II 


The Finance Act, 
of fixing the rates of 


1930, introdueed the principle 
sur-tax in arrear, i.e., the 1930 


Act fixetl the rates 
Tlie reason for this 


of sur-t. 


ax i)ayable for 1929-30, 


is that the ('hancellor of the 


Exchequer, in framing his Budget, naturally requires 
^ftiiy alteration in the rates to be financially effective 
in the j^ear for wliich he budgets, not in the following 
year, as woukl be the ease if the rates of sur-tax were 
fixed at tlie same time as the standard rate^ 


By the Finance Act, 1930, the sur-tax for 1929-30 
was eharge<l at rates in the pound which exceed the 



§ 1 .] 


SUR-TAX. 


303 


standard rates by the amounts specified in tlie second 
column of the following table : — 

In respect of — 


The first 1 


Nil. 


'J’he next JCnOO 


1.- Ill 

tll(» i ■; 



1.3 

1 1 

„ tl.UHl 




„ £1,000 


3 : 

It 

£1,000 


. . 3 1) 

>1 

.. £2.(MK» 


I- 

• t 

, „ £2,(MM> 


. . r> - 

M 

„ £i>,0<K» 


.“) 1) 

1 1 

„ £r),000 


. . 1) - 

T 1 

„ £10,000 


. 0 '!) 

M 

„ £20,000 


* • ^ ” 

tl 

The renmiiKlcr 

, , 

7^1) 

’ 


For 1930-31, 1931-32 ami 1932-33, the above rates 
*'are increased by 10',’;,. 

As resj)ects sur-ta.x cbarge<l for the year l92!)-30 
or for any subsequent year, tJie aiiiount of sur-tux 
payable in respect of the to^al itieoine of an .individual 
for the year of asscssniciit in wJiieJi he die.-, shall not 
exceed the amount of sur-tax wlneii woulfl have been 
payable if Income Tax ha«l l>een charfieabh’ for that 
year at the same rates as for the year preceding that 
year, and all such adjustineni.s and rej)ayinents of 
tax shall be made as may be reejuired in order to 
give effect to the provisions of this section {§ 2<)-1930). 

This provision enables an exe(!utor tt) proceed with 
the ..distribution of the estate knowing that he has 
reserved adequately for sur-tax by computing it at 
the rates for the previous year' (which he knows),,* 
whereas if^ reduction is made for the year of assess- ^ 
ment in which the death occurred, the estate will 
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* 

bciiofit. Were it not for this provision an executor 
would iuive to wait for the following Finance Act 
b(‘forc he knew the full liability. 

TJie total income upon which the sur-tax is 
])ayablc is based on the total statutory income for 
the year, estimated in the Scame manner as the total 
income from all sources is estimated for the purpose 
of allowances or deductions under the Income Tax 
Acts. 

dare must be taken to ensure that only the fin al 
statutory income is taken into account, e.g., where 
relief has been claimed under § 34, or where the 
Schedule A assessment is reduced by a claim in respect 
of repairs, maintenance, etc. specific deduction 
is allowed in rcs])ect of any sum which the Treasury 
may allow for exjwnses in connection with a person 
in the service of the drown abroiwl, which are 
^icet'ssarily incidental to the discharge of the functions 
of office, and for wliich no allowance has aheady been 
made (§42 (5) — 1927). In addition, any iutcresf^ 
payable on death duties may be tn'ated as a “ net ” 
lamount, and its gro.ss equivalent deducted for sur-tax 
; purposes. 

It should be noted that in computing the statutory 
income for sur-tax ])ur])oses the earned income is 
taken to be the full amount of that income without 
doiluctiou of any earned income allowance. 

The allowances for Income Tax purposes, and Income 
Tax itself are not deductible for sur-tax computa- 
ftions, since the allowances are specifically limited to 
ithe income chargeable at the standard rate (§ 40 — 
1927). 
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§ 2. — The Assessment of Sur-Tax. 

Siir-tax sliall be assessed and ej»arg(‘d by tlie 8|K*eiaI 
Commissioners, and, notwithstanding an^^ tiling in the 
Ine^ime Tax Acts providing for tin* se])ai'att* assess- 
inent of ineome arising from different sonre<*K, shall 
lie assessed and charged in one sum (§ +2 (2) lt)27). 

TJie Special Cominission<*rs may maki* an a.ssessmont 
or additional assessment in resju'ct of sur-tax during 
any time within tjic' year of assessment, or within 
tlie ])eriod allowetl liy tJie liu-ome Tax Acts for tJio 
making of assessments and additional asst-ssinents in 
respect of Income Tax charged at the standard ratt‘, 
and section twenty-four of tin* l''iiianc<‘ Act, lh2.‘l 
(which provides for relief in lespect of ciTor or mistake) 
shall, with any necessary nuKbficat ions, a]>])ly to sur-tax 
as it applies to tax charged under an assessment under 
Schedule D (§ 42 (3) - 1927). 

Where an assessment to Iiu’onu* M'ax marie at tho 
standarrl rate has under tlu^ jirovisioiis of tlu* Income 
Tax Acts become final and coiicliisivo for any year, 
the assessment shall also be final and r'onclusive for 
the purpose of estimating total incomr* for tlie purjiufte 
of sur-tax for that year, and no allowaru'e or arljust- 
ment of liability on the giound of diminution of income 
or loss shall be taken into account in estimating the 
total income for that purpose, unless that allowance 
or adjustment has b<*en pr<“viour>ly madr* in respect 
(of the Income Tax charged at the standard rate on an 
application under the sjiecdal provisions of the Income 
•Tax Acts relating then*to (§ 42 (4) --1927). 

Assessments in respect rif sur-tax shall lie subject 
to appeal to the Special Commissioners, except on such 
matters as under § 42 (4)-- -^927 («te above) are to be 

V 
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rcgarflt'fl as having been finally and conclusively 
dctermiiKfd, and all the provisions of the Income 
Tax A<-tK relating— 

(a) to j)ersons who are to bo chargeable wifli 
Income 'fax at the standard rate and to assess- 
ments to such tax ; 

(h) to appeals against siuh assessments; 

(r) t o the collection and recovei’v of svich tax ; 
(fi) to cases to be stated for the opinion of the 
High ( 'ourt ; 

shall, so far as they are a])plicable, apply to the charge, 
assessment, collection and recovery of snr-tax, and 
the Special Commissioners sliall, for the purpose of 
assessment of sur-tax, have any powers of an 1 nspector 
of Taxes and, for the purposes of the re])rcscntation of 
the ('Vown on any appeal before the Special (Com- 
missioners, any person nominated in that behalf by 
the (’ommissi oners of Inland Revenue, shall have 
the same power at, and upon the determination of, the 
appeal as an Inspector has at, and upon the determina- 
tion of, any ap])ea.l relating to Income Tax at the 
standard rate (§ 42 (7) — 1927). 

Even if the reci])ient of income resides outside the 
United Kingdom, he is aasesscable to sur-tax if the 
income arising in the United Kingdom, and subjected 
Ho Income Tax, is sufficient to involve liability, i.e., 
jif such income exceeds £2,()CK). 

An ap])eal against a sur-tax assessment must be 
j made within 28 ilays from the date of service, of the 
notice of assessment or such further date as the 
Special Commissioners may allow, and must specify 
the grounds of appeal (S.R. & O. No. 610 (1928) (5)). 
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Notwithstanding tJiat an a])])eal lo the Special 
(.‘ommissionei's is ])cn(ling against an assessmetit to 
Income Tax under Schedule |), or to sur-lax, suchi>art 
of the tax assessed as ap]H‘avs to tlie Sjxs'ial (Com- 
missioners not to he in dispute shall he collected luul 
paid in all respects as if it were tax eharged liy an 
assessment in respect of whieh no appeal was pending, 
and on the determination of tlu' appeal any halaiu-e 
of tax chargeahle in accordaiiee with the delernnnation 
shall be paid, or any tax oviu-paid shall he repaid, 
as the case may rcipiire (§ 24 -1930). 

The Special ('ommissioners have jurisdiction lo 
serve outside the United Kingdom lather a notice re- 
■quiring a rtduni of income arising in the Unitod 
Kingdom, or a iiotici* of assessnu'iit to siir-lax (Cum- 
inift.vo)iens of Jtihtnd f{<rniitr \. 1 1 uni (1923), 2 K.ll. 
f>63). 

Where income is taxed at the source, the amount 
returnable is the sum received increased by tlu* amount 
of Income Tax a]i|>roj)riate tluacto, and this is also 
the correct procedui'c \\h<‘re di\id(‘nds are received 
free of tax (Smrnul v. < 'oiinuifs-'UoiK of luhtnd Uccenue 
(1918,) 2 K.ll. 553). For tax purposes a dividend is 
receivable when it is declared jjayable (Ilurll v. 
Commissioners of Inland Jierenni' (I(t22), H T.C. 292 ; 
and Du 7 ican v. Commisswnfrs of Inland litvenuH (1923), 
8 T.C. 433). In estimating umh'r the Income 'Pax Acts 
the total income of ant ])er.son. any income which is 
chargeable with income lax liy way of deduction at 
the standard rate in force for any year shall he deemed 
to be income of that year, and any dechictioiis which 
are allowable on account of sums payable under 
deduction of Income Tax at the standard rate in force 
for any year out of the property or profits of that 
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j'lKTHoii .sliall Im* allowed as deductions in respect of 
that year, notwithstanding that the income or sums, 
as the ease may he, accrued or will accrue in whole 
or in part before or after that year (§39 (2) —1927) ; 
but where it can be shown that the income so cal- 
culated for sur tax for 1928-29, or for any later year 
represents more than the income attributable to a 
full y(‘ar if the ineome were deemed to have accrued 
from day to day, and that in conscipicnce the sur-tax 
payable for that year is more than ."i per cent, lu c.vcess 
of the sur-tax which would have* been paid if the 
ineonu' had been deemed t(» accrue from day to day, 
the Special Commissioners shall adjust the liability 
to sur-ta.\ for that year, and any succeedinj^ year, 
so as to j^ive such relief as may be just, havinjr regard 
|to any liability which would have arisen in previous 
years if the income had been apportioned and treated 
jus jiart of his total income from all sources' (§34 — 1927). 
(Sec also § 39—1927 Chap. VlII, § 3.) 

Illustration. 

A limilH.'il company distributed its annual dividend on 31st 
RLirch in c^ch year until 193:1, when it was not dcclaicd until 
Iflth April. Thereafter the company rcvcrtisl to declaration of 
the dh'idcnds in March. As a result, shareholders had two dividends 
^eceirablr in 1933-34, but none in 1932-33. If any shareholder 
pould show that his sur-tax liability for 1933-34 was increased 
itheri'by by more than above what it would have been had the 
jdividonds been apjiortioned over the period.s in respect of which 
Ithey were deelarcd, he could claim rehef under the above provisions. 

Wliere a licncficiary under a trust Iiud a sc[)arate 
income of less tlian £2.01X1 per annum, and an annuity 
under the trust of £4,000 free of income tax and 
'sur-tax, it was held tJiat the trustees mu.st pay 
out of the residue of the estate such proportion of the 
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total sur-tax pavabk' hy the l)oiiefii-iarY, an tlie 
£4,000 annuity witli Iiu-ome Tax ailded bore to the 
total amount of tJie sur-lux assessnient ( Witnble 

■ v. Bowrimj (1918), 34 T.L.ll. oT.")). This is diseussed 
in greater detail in Cimpter XI, §§ 11-1,3. 

Where a company distributes a bonus out of 
aecunudated profits, to be satisfied l»y the issue of fully 
])aid sliares in tJie eonqiany. sm li sliares eannol be 
asse.ssed to sur-tax in the hands of the nidinilual 
shareholders taking them. 'Flu' sli.iri's in ((uestion 
are capital, and it is \titlnn the po\v<‘r of the eonijiany 
so to eouvert its accuiuulated profits into capital xs 
to make the transaction one of eiijatal against, the 
whole world, including the (Vomm i< 'onniiissiinK r'l of 
Inland Kei'cnnc v. Jlloff ; Same \. (Invnn'ood (1921), 
2 A.(*. 171). Sinnlarl_\, where a eoinpany i.ssiies its 
ca])italised [irotits in the form of sliares, i-viMi if an 
0])tion is given to th<‘ sharehohh'i’ to receive the 
value of the sliares in cash, a sJiari'liolder who ehs'ts 
to receive them in shares is not liable to be assesseil 
to Income Tax or .sur-tax in respect of tluon {Inland 
Rtnennc (Unntni'SKiom rs \. 11/ if//// n92t>), ilii h..).K.Il. 
982). 

Hut if the shares in another company are di.strilmteil. 
;sucli shares havint; liei-n acquired out of aeemnulated 
.jirofits, they represent income liable to sur-tax 
^(Wilkinson (1931 ), UiT.C. .V2). The position 

might be different if the share.-^ so aerpiinal w'ere 
required in the balame sheet to answer share capital 
{ibid). 

■ Where the undivided jirofits of a company are 
distributed among the sharelu/ldiTs in the form of an 
issue of debenture stock, w'ithout any o]>tion to receive 
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aaytJiirvg in casli, such stock is an accretion to their 
ca]>i'tal, and is Jiot liable to a.ssessment to sur-tax 
(Inland Revenue Commissioners v. Fisher's Executors 
(1920), 95 L.J.K.B. 487). 

On the liquidation of a (iompany, tJiat portion of 
the pro|)orty of the coin]:)any which re})rcscnts un- 
distributed pi'ofits held in reserve docs not form 
pail of the income, for piirposes of sur-tax, of the 
sliai-eholdcr to whom it is distributed by the liquidator 
(Inland Revenue Cotntnissioners v. Burrell (1924), 
93 L.J.K.B. 709) ; apart from any lialnlity there may 
b(5 u])on undistributed ])rofits of eom])anies to which 
§ 21 Kiuance Act, 1922, and § 31 Finance Act, 1927, 
ajqdy (see Oha]). VI If, § 7). 

WluTo a company has taken over a ])usiness from 
a date pnor to in<!or])oration, or in certain e.ases 
])rior to the date of tlie vending agreement, the 
profits made prior to the date when the business 
de facto changed iiands are assessetl upon the vendors, 
although they may, by the agreement, belong to the 
company. 

I'lu' actual date when the company takes over the 
business, in the eyi's of the law, is not necessarily the 
same date as that mentioned in the agreement. 

“ the ])omt is not when ’the contract became 

a binding contract necessarily. The question is 
whether there was a succession de facto to the business *’ 
(Toddx. Jones Bros. (1930), 15 T.C. 39t>). 

Any dividend jiaid will, to the extent that the 
dividend relates to such prior iieriod, be exempt from 
sur-tax, being ])aid out of profits already assessed 
uppn the vendor.s (C.I. R. v. Roberts (1925), 9 T.C. 603). 
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§ 3. — ^Dealings cum and ex dividend. 

With a view to prcvoiiling tlio avt)iilaiu*e of sur- 
tax by habitual dealings in invostnionts cmn divulend, 
provisions are nov made, a^iplying to ussessmcnta 
for 1928-29 and later years, by wliit'Ji tin* Special 
Commissioners can rc'quii'e any individual to furnish 
them witli a statement slniwing ])artieulars of Jtis 
dealings with assets in such a way that eitlier no 
income had been received, t»r tlu“ anuaint of ineomo 
received was hws than tlie ineoine for the period of the 
Jiolding, if the ineonn' liud been ealeiilat(‘d as tuieruing 
I from day to day. 

If from the statement so furnislied it appears that 
snr-tax would be avoided to the extent (d’ Mork THAN 
10 iM'iB CENT, for any year, the ineome from the assets 
shall be treated as liaving a<-<TU(“d fi'om day to day, 
and as part of ins total ineome from all soure<*s for 
puriiosos of sur-tax, sueli in<'om(> being reganlod 
as received as and when it is (Us'iiu'd to have aeerued. 
Where, hoAvev'or, it can lx shown that tin avoidance 
of sur-tax was oxeejitional and not syst(‘matie, and 
that there hacl been no sinh avoidance in the ^hree 
Ijreceding years, the iiidivnlual sliall not- he liable to 
assessment under this seidion ()} 113 — 1927). 

The term “ assets " for tlie-si- piir])o.ses lueaiii^ — 

(1) iStoeks or securities, entitled to interest or 
dividend at a fi\e<l late onij', but excluding 
sioek-s or seeuritn'.s on wbicli the interest* 
or dividend is de|H*inU*nt on the earnings 

, of the eompaii>. 

(2) Any other stocks or securities and any shares 
if the transactions have not been effected 
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through a Stock Exchange in the United 
Kiiigdoin and l)y a transfer bearing I*',', 
.stamp duty ( 33 — 1927). 

WJiere sliare.s are purchased cum div. the recipient 
i,s as,ses.sa))le to sur-tax in resi)ect of the wliole 
dividend received {Cotnmissioyierft of Inland Revenue v. 
,Forre»l (1924-), 61 S.L.R. 319), but for 1928-29 and 
'thereafter some relief is granted in this coniiee.lion ; 
where the taxpayer ])roves that by reason of sales, 
or transfer of assets to liiiri, the amount of sur-tax 
payable exckkiks hv more than 10 per cen r. the 
amount of sur-tax which would have been payable 
for that year if the income from those assets had been 
treated as accruing from day to day, then, for }>ur|K)ses 
of assessment to sur-tax tor that vear, the income 
Sfrom the assets shall be treat'd as accruing due from 
|day to day, and received by the taxpayer as and when 
it is deemed to have accrued (§35 — 1927). 

1'he tei'in “ a.s.sets ” is not d(‘fined for the purpo.ses 
of § 35. 

Any income arising in respect of any assets which 
for any of the })ur])oses of §§ 33-35 — 1927, is deeimHl 
to have accrued fi’om day to day or which is to be 
computed as if it were income that accrued from day 
to <lay shall — 

(a) if ])ayable iii respect of any .stated ])ei’iod 
be deemed to have accrued from day to day 
iluring that ])criod : .and 
j(ft) if not payable in re.spect of any stated ]>eriod, 
be deemed to have accrued from day to day 
during the period of twelve months next 
preceding the dat^e on whieli that income was 
declared payable, or during the period between 
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the last previous derlaration ot a <Iivi<leiul (not 
being a divideiul exjn'essiMl to be an intf'riin 
dividend in respeet of a slatc'd 
payment (»f interest, nr otlii‘r yield or produc^e 
of sueh asset and tlu^ datc‘ aforesaiil, u hiein»ver 
period is ](\ss. 

The ])rovisions of the ln<-oiin» T.i\ Acts relating 
to appeals against assessments lo sur-tax. including 
the provisions relating to IJh' slalemenl of a ease 
for the o])inion of tlie Iligli C'onrt on a point of law, 
shall, with any nect^ssarv modific.drons, iippls for tlio 
purjioses of §§ 33-3.1 -1927 (§ 30 l!)27). 

Illustration. 

A. boutrht £40,000 tfir on -Ollj April 

and sold it on 2n<l .fane. On Nf .lime A nrii\(*»| a dividend of 
£700 fur the half-year, ami this »iiiisl he im liuli‘d in hi-^ statutory 
income, although he only lield sioek for si\ weeks. If, as 
.a result, his sur-tax liahihty was incrfasfd l»y more than l0‘'„ <iver 
what it w'ould have been ha<l oiilv .'-i\ wuLs propoiljon r>f tho 
dividend been taxable, \ ran ehum the ueruals basis, u.s ab(»vc:. 

Similarly, if B purehaseil War Mt»< k, run tin', on 2iui 

December, and sold it on 201h Apnl Inllowm;:, sri llnil he liml 
held it for 20 weeks hut actuall\ leei-i viii im di\ idend the Iti'venue 
could apply § 33 — 1927. 

§4. — Life Assurance Contra'cts and Sur-tax. 

In recent years a ]>raclice }ia.s yidwn if) (;oiiM(lcral)]c 
dimensions wliercl)y sur-tax «a.s avoidcfl hy iiicaiis 
of single premium life insuranee eontraels. Tlio 
major part of the jiremium woulfl be ])}iid by means 
of a loan from tho eomjiany, on which interest was 
/payable. This interest was an annual charge w'hich 
rredueed the total statntoiy ineonie of the taxpayer. 
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Tt» ])rcveiit the extension of the practice it is pro- 
vided that in eoraijiiting for the purposes of sur-tax 
tJ)e tol al iiuiome for any year of an individual who has 
ent<Ted into a contract of assurance, ho deduction 
is to be allowed in i-espeet of any interest on any 
borrowed money which has been applied directly 
oj’ inflirectly to or towards the payment of any premium 
under that contract, or of any sum paid in lieu of any 
such premium. 

Where the benefit of a contract of assurance entered 
into by any jicrson has become vested in another person, 
being ap individual,'’ th(‘ restriction applies in relation 
to that individual— - 

(a) as if the contra<‘t had been a contract 
entered into by him ; and 

(b) in a case where the benefit of the contract 
became vested in him l)y virtue of an assignment 
and any payment, was made by him in eonsidera- 
tion «>f the assignnnmt, as if that payment 
were the paynumt of a premium under the con- 
tract ; and 

{(') in a case where, tathcr as l)cing the pemon 
in whom tlie said benefit is ve.sted, or by reason of 
any agrei'inent under or in pursuance of which 
the said benefit became vested in him, he pays 
any interest on rtny borrowed money, as if that 
money had been ajiphed to the payment of a 
premium under the contract. 

Where, however, the interest is payable at a rate 
not exceeiling ten per cent, per annum the restriction 
does not apply to the interest jiayable in the following 
cases, and the interest so paid is allowed as a deduc- 
tion for sur-tax purposes : — 
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(а) 'interest on borrowed money applied to 
or towards the payinejit of any premium under a 
contract of asstiranee entered into before the 
15th April, 1930, which a-ssuiw a fi\e<l capital 
sum payable cither - 

(i) on death only ; or 

(ii) on tlie t‘\pirati(»u of a ptaaod »>f not 
less than • ten years from the date of the 
commencement of tin* eontraet or «)n earlier 
death ; 

(б) interest on mon(*y l>orri*v\ed befoiv. the 
6th April, 1925), unless — 

(i) th(* money was laji’rowed from an 
assurance company ; and 

(ii) tlie repa\ment thereof was secured 
on a eontraet of as.snratiee ; and 

(iii) the premium in (piestion was a 
premium under that <-outract ; 

(r) interest on inone\ i>orrow«*d mainly on 
the security of prop«‘rty othei- than a ••oiitrael of 
assurance, if tlie premium m ipiestion eitiicp - 

(i) is jiayalih* uudei a eontra<-t of assur- 
ance entered into in onler to provide against 
the failure of a «onliiii>t‘iit intere.st,. in any 
jiropertv, and to si-rve as adrhtioiial .security 
for the loan and tor no other )mrpo.se ; or 

(ii) is tin* first of a .senes of premiums 
])ayal)l(“ under a eontraet of assurance 
entered into solely in order to jirovide for 
the repayment of the money borrowed and 
does not exeeed ten ja-r «ent, of the sum 
assured under that eontraet ; 
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(d) interest on borrowed money applied to 
or towards tli(‘ ])ayment of ))remium8 under a 
roiitraet of a.ssiiranee which a.ssures throughout 
the term of tho eontraet a capital sum payable 
on death, if neither tlu' amount of the first 
premium under the eontraet nor the amount 
siibseipiently payable by way of premiums there- 
iiiider in respect of any period of twelve months 
exceeds one-eighth of the capital sum j)ayable 
on <leath ; 

(e) interest on borrowed money apjilied to or 
towards the payment of |)remiums (not being 
premiums such as tho.se specified m tlie pre- 
ceding ]iaragraphs of tliis subsection) each of 
which is one of a series of eiinal premiums payable 
at eipial intervals of not more than one year, 
except .so far as such interest exceeds in the year 
of assessment one hundred pounds in all. 

'Phe Special (’ommi.ssioners art* enipowi'red to 
recpiire such particulars with rc'speet to deductions 
aiul othi'rwise as tlu'v may con.sid(*r necessary for the 
purpose of carrying the re.stnction into effect. 

Kor these |)urpo.ses- 

(<t) till' e.\pres.sion “contract of ‘ assurance ” 
means a contract of assurance or a eontraet 
•‘J similar in character to a contract of assurance, 
being in eitlu'r ease a contract under which a 
capital sum is expressed to be jiayable in the 
future in return for one or more antecedent 
payments, and the exprt'ssion “ premium “ 
means any such antecedent payment ; 

(h) the expression “ interest " includes any 
.sum payable in respect of any borrowed money ; 
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(c) any roforonc'o ti» hormwial numoy applital 
to or towards any pa\iii<'nt is di't*nu*d to include 
a reference to liorrowcd inoni'x applied diivellv 
or indirectly to or towards tlie replacement of 
any money so applaal ; 

(rf) any reterenee to a capital sum payable 
on death nndc'r a contrai't ot .issiirance is to be 
eonstrncfl as a refi'riMue to the actual capital sum 
assured on death. e\elusi\c of any addition 
which has arisen or may arise from an_\ liomis. 
share of profits, return ot pnaniimis or olherwis*', 
and m the ease ot a lontrait under which 
different capital sums are p.i sable on death in 
different events, as a relereme to the hsist of 
those sums (ji 13 MKH*). 

§ o. — The Preparation of a .Statement for Sur-Tax 
Purposes, 

Tlie question as to xvhetlier or not a p(*rs.>n is iiablo 
to payment of sur-tax deptaids upon )ii'> total statutory 
income of the year. 

Tlic following formula will Im‘ found useful in the 
preparation of statements for .■'Ur-ta\ purposes - 

Formula for Sur-Tax purposes. 

(1) Colle-et together tlie whole ijf the statutory 
ineome from all sourees wlia1srM*ver, iiiehuling 
w'ife’s nictime (if any), as reipiired in order 
to aiTive at the total meome for Income 'Fax 
puriioses. Ibisim'ss a.ssc*ssinents must lie 
included at the net figure after a))plying loss 
claims. 
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(2) llcrlu(t annua] charges, such as gi'ound rent, 
mortgage iut<‘rest, etc., and any interest 
payal)le to a hanker, or stockholder, or jjis- 
4 ;ount house ; interest paid to a building 
.society ; and the gro.ssed' equivalent of any- 
interest on death duties paid by the tax- 
■|myer. 

(.‘1) Deduct in res])ect of any land on wliicli income 
tax is cliarged on the annual value, the amount 
iqion wiiich duty Inus been re])aid under Rule 8 
I of Schedule A, No. in re.s])ect of the cost of 
maintenanci', re])airs, insurance, management, 
etc. 

(4 ) I )educt any sum which the Treasury may allow 
for exjien.ses in the case of a [lerson in the 
si'rvice of tlu* ( 'rown abi’oad, wliich are neces- 
sarily incidental to the discharge of the func- 
tions of oilice, and for which allowance has 
not already been made. 

[.”)) Tin* result ie])reseuts the net income fixing 
whether or not sur-tax is ])ayable. 

If adjustments an* uece.ssary under §jj 33, 34 or 35 — 
*4927, the formula mu.st be modified accordingly. 

Working on the basis of the above formula, the 
following illustration shows the metluKl by which the 
•coiTect results may be obtained. 

Illustration . 

V'incc-nt Sinitli iKcupics a house of wlucli he holds a lease, the 
net annual value theivof under Schctlule A being £180. There is 
a ground rent payable of £30 per annum. 

He is a partner in the firm of Vincent Smith & Sons, and his 
proportion of the statutory iiieome of the firm for the year, 
as agreed with the In-siieetor of Taxi's, amounted to £4,865. 
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His gr^s income from imcstmciits ainounts to £1»4G0. 

He is a director of four coinpciiiies, arid his ff*(*s in this oapaoity 
amounted to £550. 

His wife has a private ineonie from iuM^^tments aniounliiig to 
£450 per annum. 

His Life Insurance Prenmiins on his ovin life amount to £420, 
and those in respect of his wife amount to £175. 

Staikmi M Kill Seu-Tw .{.'t 

\IN’(’KNT SMITH 

INCOMI. IKOM \1L SunuK ^ ^ 

Soiiae Propertv Assea^cd, Si'tiodiiK* A, Svt \iiiiii.il \ .itiu* Inr I't (. ;t,t iso o u 

Business Profits Assebsed, bchudulu ll, Ailjiitted mm \ eur rridril m 

1031-32 l.SOfi 0 0 

Gross Divldeuds Taxed by JJodiict Kill, Aiimunth rec eh ai>l( III 103J-a'i 1.400 U 0 

Director's Fees Assessed, Sclicdulo K, Vi e-- fur 1031-32 .>jO o i) 

Wife's Gross Dnidcnds Taxed by Uudiwllon. Ainounts iiM«* In 103J 3.1 l.'iO 0 u 

0 l) 

Lett Annual Cliargos — 

Ground Ueiit puynble in 1U32 30 0 o 

Sl.ilutor> Tofiil JiKuiiK i« inA 1. 7,i7r* 0 " 

Note. — L ife Insurance Pi»*inniins canncit he d<Mlucir<J. 
Sur-tax payable - - 


2,()00 


Nil 



r)(H) 

- l/‘> 

1 : 2:1 

0 

() 

oOO 

. 1/3 

31 

5 

H 

1,000 -= 

- 2/0 

IHO 

0 

1) 

1,000 = 

:= 3/0 

1.7(1 

0 

0 

1,000 -- 

.‘I/O 

175 

H 

0 

1,473 - 

. 4 0 

295 

t) 

0 

7,475 


770 

5 

0 


AfM "7 I- ♦> 

'I'otal 17 0 payable ] St Jan- 

uary, 1934. 

§ e. Sur-Tax on the Income of Married Women. 

The income of tlie wife is fleeineil to lu; tiie iiieomo 
(Of the husband for sur-tax yjurposes, ami the aasess- 
iment will l)e ma<ie u]»on the husband. 
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-'■'If, liow(!ver, ji]j plication is made before the 6th 
duly ill the year next following the year of assessment, 
sofiarate a.s.s(*ssments will 1)(‘ made in respect of the 
.jncoini' of the husband and the income of the wife 
(§ 42 (9) -1927). 

I 

Th(! elecition will hold good for subsequent years 
until revoked by similar ap])lication (§ 22 — 1930). 
I’he iiuionu^ of the husband and wife is treated as one 
in airiviiig at tlui tax jiayable, and the latter is divided 
between husband and wife in ])roportion to the amounts 
of t'fu'ir respective incomes (§42 (9) (b) — 1927). 

An assessment may be made direct on a man’ied 
woman living a])art from her husband {Marion Brooke 
V. Cmnmi-iJiioner’S of Inland Revenue (1917), 7 T.C. 
261). 

A husband cannot b(^ assessed to sur-tax in respect 
j of hLs wife’s pre-nui)tial income, since it floes not form 
part of his total statutory income. 


Illustration. 

.V man let! m .Viij'ast, ISISi. His own statutory income for 
1932-3:t was £1,800 His wife had a statutory incenic of £5,000, 
of which £2,100 was iii rc.s[K‘ct of the pcnixi .\pril to August (pnor 
to marriage*). A.'s statutory total income fur 1932-.'t3 is £1,800 
£2,900 (wife's income) - £4,700 
Shi -tax payahle . 


£2,<KI0 

500 w) 1,0 
.5tM) (u) 1/3 
1,(X)0 irt' 2,/0 
7(X) irt) .3 0 


Ni!. 

£ 2.-1 0 0 
31 .5 0 
100 0 0 
105 0 0 


£4,7tK) 


2(51 5 0 
Add 10',, 2(5 2 (5 


£287 7 (5 


Total 
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If they claim separate osses'snvents, then 

A. will pay ] ; of £2s7 7s (kl 111!) 1 2 

and his wife Mill pay I;’ of i;2s7 7.S (»tl. 177 d 4 

£2S7 « 

The wife is peisonally liahle mi liei ini'oiiie prior to mnrnago, 
t.c., on £100 @ 1/0 -- £."), jiliif. 10 "^ f) Ids pd 

I 

§ i. — Sur-Tax on undistributed Income of a 
Company. 

In recent years, (m'ing to the Jiitih rates of sur- 
tax in force, various sclienies liavc liecti evolved for 
the legal avoidance of tins tax. One of tlie most 
favoured was the formation of ]>i‘ivate tiMist com]>anies 
which ditl not distrilmtc profits as dividend, but 
aeiaimulatcd them, makiiig loans to tlie members, and 
idtiniately winding-u]) (a new coiniiiiny being formed 
to earry on M'ith the avoidance, of tax). 

,Sur-tax is not iiayable on undistriliuted profits 
when .such are ili.stributed as sni'jilns a.ssets of a com- 
pan V in Iicjuidation (('onniiiKsuitivr>^ of luUtud Itfvcnuc v. 
Burrell (1924), 9 T.(’. 27), l»ut .vc § 31 (4), 1927, 
below . 

.tVnother favourite iiuMle of avoidance of sur-tax 
was to capitalise the jirofits and use them for paying 
U]> an issue of debenture, tvliieJi wt.ro afterwwds 
Iredeemed, thus the ]»rofits reached the memltcrs as 
')ca])ital. 

■' To avoid the loss of revenue entaded by these private 
companies, powers were conferred ujion the {special 
Commissioner by § 21, Finance Act, 1922, whereby 
the income of the comjiany may be deemed to bo the 
income of the membeib, in certain circumstances, and 
these provisions were extended by the Finance Act, 
1927. 
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'I’Jic provisions aj)plie(l in the first place to any 
<-onii)any fonned after the 5th April, 1914-, jn which the 
number of shareholders was not more than fifty, which 
had not made a public issue of its shares and which was 
under the control of not more than five persons 
(§ 21 (6) — 1922) ; but as from the 6th April, 1928, 
the section applies to any company (within the meaning 
of the (-ompanies Act, 1929), avhich is under the 

CONTROL OF NOT MORE THAN FIVE PERSONS, and which 

is NOT a company subsidiary to a company to 

WHICH THE PROVISIONS OF THE SECTION DO NOT 
API*JA', or is NOT A COMPANY IN WHICH THE PUBLIC 

,js substanttallv interested (§ 31 (3) — 1927). 

A subsidiary com])any is defined as one where, 
by reason of the beneficial owiu'i’ship of the shares, 
the control of the com^iany is in the hands of a com- 
yiany, or of two or more com{)ani('s, none of wJiich is a 
<’om]>any to which th(^.se ])rovisions fi])])]y. 

A company is deemed to be under the control of 
any persons whei'c the majority of the voting ])ower 
or shares is in the hands of those ])ersons or relatives 
or nominees of those ])ersons. or where the control 
is by any other means whatsoever in the hands of those 
persons. The exi>ression “ relative ” means a husband 
or wife, ancestor, or lineal descendant, brother, or 
sister. Persons in })artnership and ])ersons interested 
' in the estate of a deceased ])erson, or projicrty held 
* on trust, are, resjiectively, deemed to be a single 
person. 

A company is deemed to be one in wliich the public 
is substantially interested, if shares of the company 
(not being shares caiTj'ing a fixed rate of dividend) 
carrying not less than 25% of the voting power have 
been unconditionally allotted to, or acquired by, and 
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at tlic cnci of tlio year M'ere btMU'ficially field by the 
jiublie (exehuling a eomjmtiy to vliieh tliese provisions 
^PV^y)» Midi sjiares have be<*n dealt with on a 
SttK-k Exelmnge •.aid oJficiaUy quoted during tho year, 
Where the JSiieeial ( 'oininissioneis are satisfied that 
sueh a eoiii]»iiny lias not, within a reiisonahle time 
after the end of its aeeounting perio*!, (iistributed a 
reasonable ])art of its ineome”in ^lu•h a way as to render 
sucli income liable to be incluiled in the recipients*; 
income for ])iirposes uf sur-tax, tJic ('ommissioiiorH' 
may direct tjiat the wiiokk of the company’s iiu'omo 
for tJie year be tr(‘at<'d as income of the members, and 
a])poTtioned betwc<‘n them. Siir-tax shall then bo 
assessed and charged <»n the amount so ap]>ortionod, 
after deducting any amount actually distributed by 
the company. 'I’he income is dccMiied to lx* reis'ived 
on the date to which the accounts w(‘rc made uj), 
unless, on application by the coiiijiany, the Special 
< 'ommisshuiers dc<*m siuiic other date to lie just, 
e.f/., to avoid the inclusion of more than one year's 
income in one gear’s as.scssmcnt . 

In determining whether a cmnpany has distribiiteii a 
reasonable ])art of its incfunc, the ( uireiit iw^quirenumis 
of the comjiany, and the necessity or ardvisubility of 
proviiliiig for iiiamtenaiicc ami develojimcni of the 
business is to lie coiisidereil (§ 21 (1 )---l922), l»ui the 
follow'ing jiayments shall be < onsidered as iiu'OTne 
available for distnliut ion, and not a.s being a]i]>lied to 
einrent requirements, viz., 

. - (1) Payments for the ac<tuisitioii of the compuiiy’a 

bufehieijs, undertaking, or ]iroperty. 

(2) Ke 7 Jayment of any share* or loan eaintal or 
(lelit issuetl or iiieum'd in jiaymcnt for the ■' 
business, undertaking, or property..' 
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(3) Payments in meeting any obligations in 
respect of the acquisition of the business, etc. 

(4) Any j)ayments in pursuance of £iny fictitious 
or artificial transactions (§ 31 (1) — 1927). 

It is .therefore a question to be determined by 
reference to tlie accounts and all the circumstances 
suiTounding the case as to whether the company 
lias in fact distributed a “reasonable” dividend. 

As a result of the decision in C.I.R. v. Burrell 
supra, § 31 (4), 1927, provides that where an order 
has bctni made or a resolution passcil for the winding- 
up of a company to wliich § 21, 1922, api)Iics, 
tJie income of tlio company for the period from 
the end of tlie last yeai‘ or other ])eriod for which 
accounts of the com])any have been made uyi to 
the tlate of the order or resolution for winding uyi 
shall, for the ymryioses of the saifl section, be deemed 
to be income of that periinl available for distribution 
to the members of the eomyiany, and, as resyiects 
that ])criod and the next precc'ding year or other 
jirei'eding j^eriod or jicriinls ending within that next 
preceding \ear for which accounts have been made 
up, the said section shall apply as if the words “ within 
a reasonable time ” in subsection (1) of the said section 
were omitted therefrom. 

Any notice required under the yirovisions of § 21 — 
1922, to be served upon a company may, where the 
company is in liquidation, be served upon the liquidator 
of the company, and the liquidator shall be responsible 
for doing all matters or things required to be done by 
or on behalf of the company, and the liquidator shall 
be responsible for the due payment of any sur-tax 
payable by or recoverable from the company under 
' the provisions of the said section (§ 31 (5), 1927). 
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TJio iiu’oino, \vl»‘n apfutrlioncd to a nwinluT, shall 
he assessed on tlie ineinh(*r in llu« name <»f iJie eompuny, 
at tlie rates a'|)])ro]>riate to that inemht'r, treating tho 
ineonie so a})])ortioned as being tin* part of his in<‘ome 
attraeting the highest rate of snr-ta\ to will’ll ho is 
liable, and unless the member el(‘(t>, within 2S <lavs 
of the notice, to ]ia_\. iIk* 1a\ shall be colK'cleil front 
the comjiany. llelii'f is graiitc'd fiom lialiility to 
sur-tax when income so apportioned is subsequently 
distributed, and where a member, on receipt of sin -h 
income inadvca-li'nlly pa\s upon it he sliall l»e (>ntitled 
to repayment. 

'PIk* h'irsl .Schedule to f he Kniance Act. 15)21, ]>rovid<'s 
that in cailciilatnig the ai-liial iiicoiiie of thi* company 
from all souices for any tear, the nieonie from any 
sour»‘e is to be eonipiitisl in aicoidanee with the 
j)ro\ision,s of the liiconu* 'Pav A< ts. 'Phiis, a com)>any 
winch owns and oi-cupies its own piemises is required 
to mclnde in its total im oiiie Ihi Si hedule A valim 
thereof, as [lart of its inc ome atailable for distribution, 
although in fact no t.ingilde ni' oiiic is received. 

If the .Special Commissioners have examined the 
accounts of the conipan\' and have conw to the 
conclusifm that there is a /tntiid jttrir case for assessing 
tin* company to surtax, the\ can then do one of 
two things. They can issue a direetion apportioning 
tho income of the eompant o\cr the members, or 
they can demand iiirther iiartieiilars from tho 
directors. Tho.se further jiart lenlars will e(msi.si of 
a statement of the company s iiicoini*, a copy of the 
year's accounts, and such other particulars as they 
may reasonably reejnire ; a .statement of how tVie 
inc'ome of the conqiany has been dc-alt with, and a 
statement of the names, addn‘s.ses and particulars 
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of the shareholdings of each of the members. In 
that coiiiioction it is necessary to furnish them with 
details which will enable them to arrive at who are 
th(‘ “ |)crsons who control the company. The 
dircctorsj if they wish to resist assessment, can then 
make a stjitutory declaration to the effect that there 
has been no unreasonableness in withholding profits 
from distribution. 

This statiitory declaration, w'hich must be made 
within 28 days of the receipt of the notice of direction, 
or demand for further particulars, will state the 
amount wdiich is regarded as proper to retain in the 
business, the amount they jirojiose, to recommend 
as dividend, the amount th(‘y have distributed as 
dividends, and tlu* reasons for the retention. It must 
be swoni before a Commissioner, and it is a document 
which should be prejiared with great care, because it 
j may be that u])on the satisfactoriness of this docu- 
ment will (h'pend whether or not the company actually 
has to pay sur-tax. 

On receipt of th<' statutory declaration, the Special* 
(.'ommissioners decide whether or not they will take 
further action. If the statutory declaration satisfies 
them, they will take no further action, but if it does 
^nol, they will certify that fact to the Board of Refeives, 
to whom they give the statutory declaration and their 
j certificate that they think there is a case against the 
! company. They must then furnish a copy of the 
statutory declaration and a copy of their certificate 
to the Commissioners of Inland Revenue, and within 
28 days of the receiiit of this certificate the Com- 
missioners of Inland Revenue may submit to the 
Board of Referees a comiter-statement (a copy of 
which will be supplied to the company). 
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The Board of Referees must tlien detern)iiie whether 
there is a prinid fnnp «‘ase for asst'ssing the eomimny. 
If tliey deei<l<i there is no east', tliat finislu's the matter, 
but if they decide tht*re is u primd facif ease, Iht'U 
the Spoeial ( 'ommissioiuTs euii ap|)ortioii the iiieuiue 
over the mendiers, and the company may ajipeal 
against the apportionment, within 21 days, to the 
Sjieeial Commissioix'rs. 

If the Spi'cial Commissioners <leeide against the 
company, the company can Ihim apfieal within 21 
days to the Hoard of Referees. If ilie decision is 
against the Inland Revenue, they can appeal w'ithin 

’21 days to the lioard of Referees, The statmnents 
of the respi'ctive arguments will then lie preparetl, 
an«l the appeal heard. 'I'hc decision of the lioanl of 
Referees at this stage on a (piestion of f'.n'l is final; 
on a (piestion of law there is tiu* usual riiilit to appt'al 
to the Courts. 'I’he decision to appeal to the Courts 
must lie mad<' and notified within 21 days. 

1 It IS ini|>ortant to nauetnhcr that then* is no oniia 
upon the Ciown to pro\c an intention to avoid siir-ta.v. 

■ The very fact that the coin|»an_\ has not distrilniled a 
reasonable dividend within a icasonalile tinn* after 
the end of its financial year is siiflicient to involve a. 
charge by the Special Commissioners u|ion that, 
company. The procedure, once the Hoard of Referees 
have deculed Uiat there is a didinite liability, is for 
the Speciiil Commissioners to apportion the income 
of the company over the menibers. The incmiie of 
the company for this piiriwise must be arrived at by 
adjusting the accounts in the same way as for inconu' 
tax purjioses, and in the easi' of certain eonijianica — 
for example, investment companies and property 
companies — it is very ii,tj>ortaiit to remember to 
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.make clairiis for management expenses, etc., thus 
‘reducing Ihe amount which is available for the share- 
holders. Due provision is made for annual charges. 
The WHOLI5 of the company’s profits as so ascertained 
are then apportioned over the memlxTS in accordance 
with their res])octivc beneficial shareholdings. The 
Special Commissioners, having distributed the income 
over the 2 )ersons who would be entitled to it if it had 
actually been distribut<‘d, will then compute what 
additional sur-tax w'o\dd have been paid by each 
individual if he had had this income. 

The comjiany should clearly distinguish those 
reserves which have suffered sur-tax under these 
jirovisions from the reserves which have not suffered 
sur-tax, since when any sum is distributed on which 
sur-tax has been levied under these provisions, it 
Avill be e.xem])t in thi; hands of the recipient, although 
there is no provision in the Act whereby the com])any 
can recover from ihe individual the sur-tax it has had 
to ])ay i>n his behalf ; the divitlcmls of all members 
will thus be reduced pro rata by reason of tin* iiayment 
of the sur-tax, irrespective of their resjiective 
liabilities. 

Section 32, finance Act, 15)27, enables the un- 
<listributed income of a com[)any to be followed through 
intermediate holdings into the hands of the beneficial 
owners ; thus, where a member of a comiiany is 
itself a company tlie income of the first .companj’ 
can be a])i)ortioned to that “ member " company, 
and in turn ajijiortioned amongst the members of 
that company. I’liese jirovisions are sufficiently 
wide to enable the undistributed income to be fol- 
lowed through any chain of companies until the 
beneficial owner is reached, each eompanj' being 
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rc(iiiired to furnish lists of its members mid their hold- 
ings. In each case, hoivovcr, the company must be 
tone to which the provisions of § 21, Finance Act, 1922, 
as amended, would af)ply, i.e., it must conic within 
the definition already stated at the lieginning of this 
^section of this Chapter. 

In order to .enable comiianics to ascertain within 
a reasonable time wliether or not tJiey aie likely 
to bo subjected to tlie above provisions, any company 
to which the definition api)li(‘s may, at. ;i.ny time after 
the general meeting at wliicli the accounts arc adopted, 
forward a cofiy of tlic annual accounts and the directors’ 
re])ort to the S])('cial Commissioners, and the Com- 
missioners may within 2K days of tlu' rcci'ipt. n^quest 
the conqiany to furnish them with fuithcr particulars 
within 2S days or such cxtciuh'd p(*riod as they may 
allow% If, within three months after the receipt 
of the accounts or further information, as th(‘ <’ase may 
bo, the Commissioners do not indicate tJicir intention 
to take furtlier action, the Commissioners’ rights to 
further action cease. If, however, tlic Commissioners 
intimate that they propose to take further action, 
they must proceed within six months of the date of 
the intimation (§ 18 - 1928). 

The expenses of a sicckssitl appeal against 
sur-tax will, in jiracticc, be allow'cil as a deduction in 
‘arriving at the company's assessable profits under 
Schedule D. 

Illustration. 

The available profits, from the point of vjew of the above 
proTisions, of a company controlled by A., B. and C., for the year 
ended Slat March, 1933, were £18,000, made up ae follows : — 
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rrofilH as adjusted for Schedule D, 


Case I 

£14,995 


Less Wear and Tear 



allowance 

495 



— 

tu.soo 

Schedule A assessment on pnMnises 

owned 

1,500 

Untaxed interest 


40(» 

Dividends reeeiv(‘d (gross) . . 


3,000 



19,400 

Ia‘hs Mortgage Interest 

£000 


l)c*be 

SOO 




1,400 



£18,000 


The share capital was held as follows — 

Shares of £1 each. 


A 30, POO 

H 30,000 

C 10,000 

J) , \Mfe of A. .. .. 10,000 

E . Uncle of B 10,000 

F., iioiniiicc of C 10,000 


100,000 

B. had no control over E. 

No dividend was paid, and the Special Commissioiiei's, holding 
this to he unreasonable in the circumstances, apportioned the 
profits over the members. A. luid other income of £5,000 : B 
other income of £l,S(Kl , C. other income of £500, and E. other 
income of £200. 



A 

B 

c 

E 

iher Income 

S . O .00 Q 

£1,900 

£500 ' 

£200 

r^)ortloii Applicable to Sharo , 
Bolding (Including wito In tho 
case of A and noiiiiiieu in the 
cue uf G .) . 

(40%) 7,200 

(30%) 5,«00 

(20%) 3,600 

(10%) .,800 

1 

£12,200 

£7,200 

£4,100 

£2,000 

Sur-taz liability @ 1/0 plus 10% 

£.')00 

£500 

£500 

Nil 

1/3 

500 

500 

500 

— 

2/0 

1,000 

1,000 

1,000 

— 

3/0 

1,000 1 

1,000 

100 • 

— 

3/6 

1,000 j 

1,000 

— , 

— 

4/0 

2,000 1 

1,200 

— 

— 

5/0 

2.000 

— 


— 

6/6 

2,200 

— 

— 

— 
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The 

company’s liability is therefore at 

the highest 

attributable to each member, vi':. 








£ 

iS. 

d. 


re A. 

. . £1,000 

(O' 3;(> . . 

175 

0 

0 



2,(M)0 

UV 4;0 . . 

400 

0 

0 



2,000 

(a> 5/0 

500 

0 

0 



2,200 

(d» .5 0 

005 

0 

0 



^,200 


LOSO 

0 

i) 




Afid 10^„ 

i(;s 

i) 

0 





— 


— 

1,S4H 

re B. 

£500 

(0^ 1/0 .. 

25 

0 

0 



500 

1/3 .. 

31 

5 

0 



1,000 

(ft 2/0 

100 

0 

0 



1,000 

<a} 3/0 

150 

0 

0 



1,(KM) 

(ft^ 3/0 .. 

175 

0 

0 



* 1,200 

(fv, 4,0 

240 

0 

0 



£5,2(»(> 


721 

5 

0 




Add 10% 

72 

2 

0 








TO.*? 

;^C. 

500 

C(i^ ro 

25 

0 

0 



500 

(d), 1'3 .. 

31 

5 

0 



1,000 

Cd} 2'0 

100 

0 

0 



100 

dv, 3/0 .. 

15 

0 

0 



^ £2.1(»0 

f 1 / IllO 

171 

1 " 

5 

•> 

0 



JSS 


£2, SIM) ir> 0 

If and when the profits an* nltiinalely distrihiitod, they are 
exempted from sur-tax in the hands of t)ie reeip]<*£its, although 
{there is no provision when'hy tJie company can recoup the sur-la\ 
]paid from the individuals in <niestit)ii Tin* company will simply 
distriVnite the balance of piofits reinaminj^ afti‘r del>iting tin* total 
Jsur-tax paid, and members not liable to sur-tax thus actually 
Jbear part of the charge. 


§8. — Sur-tax on Income of Infants. 

In the case of an infant having an interest in settled 
property where money is accumulated under the 
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settlement contingently upon his attaining age, and 
tlie minor becomes of age, the whole of the income 
year by year is to be treated as income for sur-tax, 
and hot only the amounts expended on maintenance, 
and the minor is assessable to sur-tax thereon {Com- 
misfiioners of Inland Revenue v. Countess of Longford.^ 
and Gascoigne v. Commissioners of Inland Revenue 
(1927),. 6 A.T.C. 254). 

§ 9. — Recovery of Sur-Tax due from bene- 
ficiary under discretionary trust. 

^V'he^e sur-tax is due from any Ixmefifiary to whom 
or for whose Ixmefit any income or any ca])ital may 
in the discretion of some other person l)e i)aid or a])plied 
under a trust, and any sur-tax charged in respect «)f 
jthe income of the beneficiary is not j)aid before the 
|cx])irati<)n of six months from the date when it became 
idue and j)ayable, the Special ( ■oinmis.sioners may 
at any time thereafter, so long as the said sur-tax 
remains un^iaid, cause to be .servi'd on the trustees 
of the tru.st a notice in writing that the said sur-tax 
remains unpaid. 

Where such a notice is served on the trustees of 
the trust it is the duty of the trustees, as soon as 
.^may be, and, if necessary from time to time, to 
' pay the Commissioners of inland Hevenue in or 
towards satisfaction of the said sur-tax from time to 
tim6^ remaining unpaid any income or capital which, 
by vft^.ue of any exercise of the discretion under the 
trust, t^he beneficiary may become entitled to receive 
or to haye applied for his benefit. 

.\ny pih.yments made out of income by trustees 
on account' of sur-tax in respect of which such a notice 
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has been served is deemed for all the purposes of 
the Income Tax Acts to represent income paid to 
the beneficiary. 

Any sum which the trustees are liable to pay by 
virtue of these provisions is recoverable from them 
as a debt due to the frown. 

Service of any siush notice may be effected by 
.sending it by post to the person on whom it is to bo 
served by letter addressed to him at his usual or last 
known place of abode, and, where there are two or 
more trustees under the trust, the notice is deemed 
to have been validly served upon the trustees if served 
upon any one of them, but thi.« docs not render a 
trustee personally liable for anything done by him 
in good faith and in ignorance of the fact that such 
a notice has been served (§ .‘U -1933). 
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CHAPTER IX. 

Claims for Return of Tax. 

5 1 - -Spmmauy or C’l.MMs I oil Hkti hn or Tax 
U [*j:usonai., Cim i», v’lr , Allow vncis*^. 

[\ Methoji of M\kin(; Clmm ior Kijpaymilnt. 

i Uoi i»Li: Xsm-.ssMi N'l 

,0 Im \nts a no Klti kv of Tax. 

(h) Intrii'-l 

i \ J{f.\<i('\hll Tio s'is 

7 Ri:ti kn or 'I'ax to (’iiaiu'iii s and other Hodils Exempt. 

S iNrcui sT J*Ain 'lo I^ANKs, i/ir 


•i) Manaoeml.n'i Kxi'i n.si:s, Insukvnoe (’ompanies, etc. 
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CHAPTKll IX. 

CLAIMS FOR RETURN OF TAX. 


§ 1. — Summary of Claims for Return of Tax. 

The Finance Acts. 192(5 and 1927, materially altered 
the bases of assessinents in abolisiiin^ the average 
system, and instituted new rui<'s. particularly as to new 
and discontinued businesses and sucej'ssions. Since 
these rules are not retros]>ective, the* rights which 
existed in 1920-27, and bcfoni, arc not affected, and in 
some cases claims can be made over a period to a part 
of wliich the jiresent rules a])])ly, and a ])art to whieli 
the superseded rules a])ply.* It is not the purpose of 
this book to explain the law and jHiuitice prior to 
1927-28, and accordingly the illustrations given in 
this chajiter sliow tJic claims which apply subsequent to 
oth April, 1927, 

Claims for rci>ayment in respect of Jlicome Tax 
charged are valid for a iicrioil of six years after the 
expiration of the year of assessment to which the claim 
relates (§ 30 — 1923), excejit where otherwise stated. 

In any ca.se where a claim for repayment is authorised 
by the Income Tax Acts to be made at the end of any 
year of assessment or uitliin a specified period of less 
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than a year after the end of any year of assessment, 
such claim can now be made within a period of one 
year after tlie end of the year of assessment (§ 30 — 
1923). 

Claims for repayment of Income Tax may be made 
in the following cases, provided the claimant satisfies 
the Inland Revenue Authorities that the claim is in 
order : — 

(1) In the event of a person having paid (by 
deduction or otherwise) Income Tax on an 
amount exceeding the amount which is 
correctly ])ayable upon his taxable income as 
explained in Chapter II. 

(2) Where a ])crson, either tlirough ignorance of his 
rights, or owing to the fact that lus income is 
received less tax, has not obtained an allow- 
|ance in respecd of earned income, old age, 

I personal and similar allow^'ancos, or in respect 

■of his lif(‘ assurance premiums. 

« 

(3) Under § 151, in cfises of double assessment, 
e.y., wlierc interest has been paid to a build- 

fing society under Arrangement “ B ” or 
ir‘ 13 A ’’ without deduction of Income Tax. 

^(4) Under § 34, where a trading loss has been 
sustained in the year of assessment. This 
('claim must be made within 12 months of 
I'the end of the year of assessment {see 
Chap. Vn, § 2). 

(5) In cases of charitable institutions and other 
bodies exempt from tax. 
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(6) In cases where interest on short loans paid 
to bankers, stockbrokers or discount houses, 
has not been deducted in coinj)uting that 
individual’s Income Tax liability, and an 
(equal amount of taxed income can be proved. 


a return of tax can be claimetl on the amount 
of the interest (§ 3fi). 


(7) Under Rule 6 of Schedule B, wiiero the actual 
profits from working a farm ar(‘ less than the 
statutory assessment under Sc-h(‘dule B, claim 
can be made within 12 months of the end 
of the year of assessment for refund of tax 
in respect of the difh'rcncc (.see. Chapter 

HI, § 2). 

(8) Under Rule 8 of Schedule A, No. V, as amended 
by § 25, P’inance Act, 1922, a claim for re])ay- 
ment of tax can be nuwle in res])ect of the 

^'additional' relief gi’anted for maintenanco of 
property under Schedide A (wc Chap. Ill, 
§ 1 ). 


(9) Under I’ules I — 5 of Schedule A, No. V, 
where the aj)propriat.e deductions in resiiect 
of land tax, tithes, owners rates, etc., have 
not been made in arriving at tin* Net Annual 
/Value, the allowances may be c;]aimcd to 
I, be made by repaymenl. 


(10) Under §204 in Northern Ireland, and by 
concession in Great Britain, a landlord may 
reclaim tax paid in respect of rent irre- 
coverably lost (.sec Chap. Hi, § 1); the 
claim must be made within 12 months 
of the end of the year of assessment. 
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(11) Under Rule 4 of Schedule A, No. VII, a claim 
for repayment can be made in respect of 
! empty property, within 12 months of the end 
I of the year of assessment {see (’hapter III, 
■§ 1 )- 

(12) Under § 27, Finance Act, 1920, relief is given 
in respect of income derived from a British 
Dominion or Possession which has already 
home Income Tax in that Dominion or 
|Posses.sion, and in ])roi)er cases a refund of 
^tax may be claimed {see Chaj) X). 

N^arious other adjustments are claimable in si)ecific 
instances, e.e/.. in respect of new businesses, suc- 
cessions to businesses, etc. ; these are dealt with 
passim.. 

1 2. -Personal, Child, etc.. Allowances. 

Fveiy individual tax^iayer is entitled, as explained 
in Uhapter 11, to certain allowances or deductions 
in computing the Income Tax payable by him, and 
if the Income Tax ])aid by him exceeds the amount 
which is coiTcctly ])ayable after effect has been giyen 
to these allowances or deductions, repayment of the 
'difference can be claimed within six years after the 
,<5nd of the year in respect of which the tax has been 
Ipaid. The following example can be adapted to suit 
every such case that can arise. 

Illustration. 

William Johnson has been assessed to Ineome Tax under 
Schedule D for year 1932-33 in the sura of £150, as a grocer. He is 
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raamecl, has two children, aged 10 and 12, and maintains his invalid 
sister who has no income His wife has no income, birt he has 
£500 a year gross from taxed dividends. 

His Statutory Income is as follows : — 

Profits as Grocer, assessed Schedule D . . £160 

Taxed Dividends (Gross) .. .. .. 500 

Total Statutory Income £650 

His Assessable Income is as follows : — 

Profits as Grocer . . . , . . £150 

Less One-hhh Earned Income Allow- 
ance . . . . . . . . 50 

120 

Taxed Dividends (Gross) .. .. .. 5(K) 

Assessable liieome .. .. £620 

Hw Taxable Income is os follows : — 

Assessable Income £620 

Less Allowanc<»s — 

Personal .. .. £150 

’'Pwo Children . 00 

DepiMident Relative 25 

265 

Taxable Income . . £555 

The Income Tax payable upon a Taxable Income of £355 is ■ 
£175 a1 2/6 in £ . = £21 17 0 

Balance, £180 at 5 - in £ .. = 45 0 0 

Total £66 17 6 

He has already paia Income Tax amounting to £125, this 
being the amount of tax that was deducted from his dividends, 
viz., £500 at 5/- in £. He is therefore entitled to be repaid the 
-difference between £125 and £66 17s. 6d., viz., £.58 2s. 6d. 

The amount of the repayment can also be calculated on another 
basis, but the result obtained is, of course, the same, thus : — 

Y 2 
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The allowances to which he is entitled are — 


Earned rncome Allowance . . . . £30 

Personal . . . . - • . • . • 150 

Two Children . . . . . . . . 90 

Dependent Relative . . . . . . 25 


Total £295 


Of these allowances only £1.50 can be allowed from his untaxed 
income (i.e., his profits as grocer), leaving £145 to be allowed from 
his income that has already been taxed in full at the standard rate 
of 5/- in £. 

The difference between his statutory income of £650 and the 
total of these allowances is £.365, and as he is required to pay at 
2/6 III the £ only on the first £175 of his income, he is also 
entitled to be repaid 2/6 in the £ on £175. 

The repayment due is therefore : — 

£14.5 @5/- 111 £ .. .. = £.30 5 0 

175 @2/6 ill £ .. .. = 21 17 6 

Total . . . . £58 2 6 


Notk. — If tlu* excess of his statutory income over the total 
allowances is less than £175 the repayment is restricted accord- 
ingly. Suppose the, total stalutory income were only £400, tlien 
the excess over the allowances of £295 would be £105, and the 
repayment would be : — 

£U5 @.5/-iii£ .. = £.36 .3 0 

^ 105 @ 2/6 in £ . . . . = 13 2 6 

Total . . . . £49 7 6 

If the allowances exceed the total statutory income then the . 
wdiole of the tax paid is repayable. 

No claim for the year 1932-33 (i.c., the year to 5th April, 19.33) 
can be admitted if made after 5th April, 1939. 

A further illustration will now be given showing 
a convenient method of arrangement similar to that 
frequently adopted in practice. 
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Illustration. 

.fones ha<l the following income foe 1932>33 : — 


Business Profits • £200 

^ Dividends (net) tt)0 

/’/:> : Rent of House (assessed under vSchcduIe 

A at £120) 90 

Net AiinuaL Value of Hesulence held on 

Lease . 110 

Wife’s earned income . . . . . , 00 


He paid ground rent of £40 per annum, aiul mortgage interest 
of £60 per anniitn. (These sums an* the gross amounts before 
deducting tax.) He had thn*c children uniler 16, and ])aid £100 
in Life Assurance Prciniunis on policies takisi out afti'i* 22nd June, 
1916. The direct assessinents hud Imsmi <lis(:harged, an<l on 
5th April, 1933, Jones suhmittcHl his repayment elaim. The tax 
repayable is computed as follows • — 

'r.i\ thi'ieon. 

Dividends — gross . . . . £S00 fVC .">/ . . £200 0 0 

Hiiuse let, rent reeeiveil, 

being less than N. A. V. . . 90 in rtf .. 22 10 0 

House in own occujiation . . HO 
Case I, »Sch. D assessment 

on profits . . . . 2<M) 

Sch. E assessment on wile 60 

£1 2r>0 'lotal tax suf- 
fered at source £222 10 0 

Lfss A niiual Cha I’ges — 

(C' Ground Rent . . i!40 

Mortgage lnt(*re8t 60 

100 (?/; .”)/ . . 2 .'» 0 0 


Total Statutory Income £1,160 Tax availal)le for 

repayment . £197 lO 0 


Deduct Allowances — 

Earned income Jth of 
of £260 . . £.12 

Pei-sonal .. MO 

A<lditionai Personal 4.1 
Children .. 130 


Taxable Income . . £78.3 
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Brought forward .. .. 197 10 0 

Chargeable — 

£I7rt (a) 2!^ .. £21 17 6 

fios r>/-- . . ir>2 o o 

£173 IT 6 

Less Life Assurance 
Relief— £100 @ 2/0 12 10 0 

^ Net liability 101 7 6 

Tax re])ayablo . . . . . . £36 2 6 

An alternative arrangement (not recommended to students *) 
is as follows — 

Claim — 

Personal Allowance .. .. £ir)0 

Additional ,, . . . . . . 4i> 

Children . . . . . . . . 130 

32r> 

Lrss Untaxed Income- 
Business . . . . £200 

Wife’s Earned . 60 

260 

Less Earned Income Allow - 
ance . . . . . . 02 

20S 

House .. .. . 110 

31S 

£7 (® i)/- 1 15 0 

Reduced Rate £170^^2/6 21 17 6 

Life Assuranee 100 @ 2/6 12 10 0 

Total claim . . . . . . £.36 2 % 

Where a penson, tlu'ougli ignorance of his rights or 
inadvertence, or owing to the fact that his income 
is received less tax, has not obtained an allowance in 
respect of Life Assurance Premiums legally deductible, 
he can miike a claim for the repayment of tax in 
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ros])eft of the premiums at any time witlim six years 
of the expiration of the year of assessment {see Chap. TT, 

§ m 


'§ 3. — Method of Making Claim for Repayment. 

WJiere the taxpayer lias suffered Iiy dcdiudion at 
souree or otliermse more tax than he is liable to 
bay for the year, he should write to the ln8])octor of 
^axes notifying him of the hu ts, in order that a re])ay- 
ment may bo made. 

If the tax])ayer has already made a ])roper return 
of his total ineome claiming his ndiids jind allovvanees, 
he is not ordinarily reipiired to eomplide another 
form. Where no return has lieim made, how'ovor, 
he will be required to eomplete a special claim form, 
giving details of his income, and claiming th(‘ allow- 
ances to winch ho may be entitled. 

'Flu* follow ing notes and instructions, taken from tho 
oHicial ])amphlct aoeoin])aining the |{epayment Claim 
Form should be observed : 

1. When Claim may be made. 

Tho income Tax year ends on t'ltfi Apiil. hnt claims for the tax due to 
be repaid for the year may be made in many cases considerably before 
5th April. 

Persons whoso Jiicomo Tux ndiels iniable tliein to roclnnn ilio whole oi 
the tax deductc'd from dividends, (‘ic., may t lairn repayint'iit ns soon os all 
the income, taxed at the source, ot bhu year to 5th April has Ixioii received. 

Other persons entitled to repayment may eluiiii m reHjMict of the reliefs 
duo to them for the year os soc as they have homo fur the year nuffieiont 
tax to cover the amount of such liefs ^ 

[f dosired, an mstalmcrU of t) repayuumt due for tlu< year may be claimed 
at intervals convoriiont to tho c mant — see Note (». 

A person ho makes an an ,al Infome Tux Ketuiii for tho purpose of 
assessment is not ordiuuiily requ erl to complete* tho ae<‘ornpanying form in 
order to obtain lepayment If ii an ox» optional rasg tho form n^aches such 
a person, he slioiild return it to the IxihfM'ctor of Taxes with ymriiculni'N ol 
tho address from ^ inch tho annual Im oinn Tax Return is made, the naturo ol 
any business or employment, and ruined on, and Die name and addresi 

of employer (if anv) 

2 Statement of Total Income. 

The claimant should fill up Section A o£ the claim form, netting fortl 
EVERY source of his iiieoTiie (including, if he in married, that ot Ins wife — 
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Boe Noto 4) wit;}) tlicj ariiouiit dorived from eacli source for tlie year, whether 
tax lifuf been paid on it or not, and notwitlistanding that the income may liave 
been received “free ot tax** or “tax compounded*’ See Noto 10 as to 
parUciilam and vuuutieis rt^quired. 

3 Bank Interest, etc. 

Aliy Bank Interest, or War Loan or other interest, whotlier received or 
ct'oditeil, must be iiicludod in tiie statement (see Note 10 as to tlie amount to 
bo inserted) 

Accumulated Iiitorost on National Savings Certificates is not taxable, and 
sliould be excluded. 

4 Wife’s Income. 

The income of a married women living with her husband, or wholly 
mamtuined by him must be included in any stateiiioiit ol total inconie for 
the purpose of a (daim to any relief 

If, liowever, a special afipliciition lor the purpose ot separate 
relief has been maili* on the po^scrilied form, lutber by the husband or the 
wife, within six inouths before 0th July in any Income Tax \eai, claims for 
relief for that yi^ar may be made by the husband and the wih^ In the i nse 
of persons marrying during the coiirso of a yitai of asHessment a})plH at ion may 
be made as logards tliat year at any time bofoie (lib .July in the tollowing year 
The total amount of relief given to husband and witi^ will not etfceod tluil winch 
would have In^en given if the s[M)cinl application meiitioiied above bud not 
boon made If such application has been made, it should be so stated 
on the claim form. 

5 Charges on Income. 

Particulars should be given iii spai'o No 2 on ))age 2 oi tiii^ i laiin foirn oi 
all charges on the iik'oiiic, such as ground or head lent, interest on moitgage 
or loan (whether secured on piopeity, Hiitisb (Toveinineiit seiuiiitiob'', life 
assuraneo policy, reversion oi otlierwise), interest on utisf*(Mireil loans, aimuitu'b, 
patimt royalties, or otlier annual payinoiits It llieie is no mu li charge, state 
none ’* /^riie tax winch the claimant is cntitlisl to iJeduct on payment of 
jaiiy such j^roimd or head rent, etc , is not lepayable to the claiiiiaiit) 

<1. Instalment Claim. 

If it H desLivd to claim an iiistiiliueiit of the nqiaymeiit fur the \ear (see 
Note 1 ), the accompanying form should lie used foi the purpose, and [laitii iilars 
should bo given of every source of income, with the amount ofiiu oine tlicietrom 
for the year, and of tax actually borne tlicmon to the date of the i linm 

7. Income on which tax has not been suffered. 

Any income on which tax has not inxm suffeicd will lio rcgaided »ls though 
the tax applicable thereto forineil pint of the statutory relief;^ due, and the 
balance only of such reliefs w'lll be oflinissiblo in ai riving at the sum lopayable 

8. Vouchers. 

Vouchers (as m Note Itl) should lie forwarded with tlie claim showing 
' iiioomo, subjected to tax, siiflicicnt to cover tho amount of income on which 
tfipayment is claimed and the amount of any charges (see Note 5) Further 
vouchers may, however, be i-equeated in Bfiocial circumstances lii tho case 
of any instalment claim, vouchors should lie sent in respect of ca«*h item of 
income, subjected to tax, received up to the date of tho claim 

Life Assurance Premium Receipts. 

Whore ropaymniit is clauned in ro'^pect of Life Assurance piciiuuiii!«, the 
lOlaiinant should attach the receipts for the premiums paid in the yoar(s) of 
jolaim, or, if the claim is made before tlie end of tho Income Tax year, for the 
premiums paid since the lost previous claim was made. The receipts will 
be returned to the claimant after being noted . 
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10. Particulars required. 

In completing So<'tion A on page 2 (of the form) tli« clnunaul hIiouUI 
furnish particulars of income as set out Ih'Iow : lie shoiihl also sun 
vouchers os i-nquired by Inst rin lion 8 

SOURCE OF INCOME AND PARTICULARS 
REQUIRED. 


VOUCHERS 

REQUIRED. 


Trade, Profession or Employment, state nainre 
thereof, where cuirual on, and luiioiinl t»t asscKsineiit 
(if any) If an employ incut , stale also t be name and 
address of einployi^r 

Houses or Land, including Own Residence, 
whether belonging to the biushaiid oi the wile, oi 
oi eupied hyeitla*! lent fici* as tenant loi liii undci 
Will or -Slate tile lull postal adilress ni 

piceise situation, iianie of oei tipier, .'iiinnal n nt oi 
value, and who heaia tiu' cost of i<‘piiir^ 

Occupation of Land. State thesn nation iinde\tent 
oi the lands, and uiinaint oi asst smneiit. ii aij\ It 
no nssesHinent, stale the amount of tin* nut or 
[ anntinl value (iruhisiNe ot tithe) 
hi th<‘ rase ot lands m Xoitliein lielaiid. slide the 
amount of the Poor Kate Valuation, diidiijid Kent. 
Interest in lieu oi Hisit, or Land Pun haso \nniiil\ , 
whichovei is the least 

Dividends or Interest on Stocks, Shares, etc. It 
the eount(>rioils or eeitiiieatis an not in the 
( [aiinarit'.s nnine alone, state whetliei iJie iii-isons 
I aio trustees, and whether the il.niiiimt is li g.illv 
. entitled to the whole ineonw 

Interest on Bank Accounts and Deposits State 
name oi liarik, and msiMt the <iiiioiiiii et income 
reeeived or rreditisl during the* \c.ii picceding ttie 
yoarot rlaiin lithe ineomc lust iiio-c '.iihMM|in*nl l\ 
to Gth April in the ve»r pi<‘efilmg tin* M'rO ot • laiin 
insert the ninonnt ninsMsI oi < M*i!iii*d dnnnu’ the 
year of el aim. 

Interest on Mortgage, Deposit, Loan or Note of 
Hand. — State amount oi loan, rate* jw i cent , .nicl 
security 

Annuity. — (hve partu uUus ot IIm* piop* rt\ ca in\est- 
ments out of wiiieli iifiid It |iiiid hv acoirqmny, 
give the full name of tlie < omfiaii\ 

Share of Trust Estate. - -Suite tin* minu of tin* ii ust , 
tlienarne and address of the tmstc e and, li poKhihle 
the fractional share to which ilie claimant is 
entitled ; and enter the arnounl of the triiht income 
in the year of cltuni in rr-Hpeef «ii that nhare 


Colloeloi ‘sii'ccipts 
tor liny tax paid in 
r^♦^.])eeL of thia in- 

( oiiie wheie possible. 


Dividend cMiiintiw 
tods or cei t dicMtes. 


Colleitoi'h receipt 
toi any tax paici. 


I i tax dediii ti'cJ, 
eeihl'icMte cjI <|e*iuc- 
t icjii ot tax. Slum 'i hy 
payer h'cirrns of 
certiticatc* (K iHS) 
HU)))>lii*d on applirA- 
tioii 

Ucrtificttte by< 
Trustee Korins of 
ccitdicate (R 1S5K) 
Hupplieci on applicU' 
tion 
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Dividends on British Government Securities, ^ C'ortiticate of Bank 
held 111 the hirriiolf Bearer or Registered Coupon > (or Post Ofhco) cash- 
Bonds. -Sriil(> tho amount ot iiii oine of tho yoar | nig tlio coupons, or of 
ot ('III nil ! Bank of England if 

' cashed personally. 

Dividends on 4% War Loan or 4% National War : 'No voucher 
Bonds (Tax Compounded). — State the amount , n^quirod 
of iiicoino of the yi'ur of claim 

I 

Dividends or Interest on British Government oi In the cose of fl), 
other Securities Registered oi Inscribed in the certiticote of deduc- 
Bookh of the Bank of P^ngland (oi Ireland) or of ' tion ot tux issued by 
the Post Office, and Government Annuities -- , Bank of England (or 

(I) If Tax was deducted, stati* the amount ot Ireland), Post Office, 

income ol tlu^ ,\eni ot cluiiii i or National Debt 

(II) If Tax was not deducted, stato tin. amount * Commissioners • 

of income of tho yeiii preoi'fljiig the year ot chum in tho cose of (11), 
It tho income liiut nieso bul)He(|iieiitly to 0th Apiil ' Collector’s receipt for 
111 Ihc year pret'ediiig tlie yi»ai of (Iniin, state tlu* any tax paid, 
nmoiiut ot iiicomo ot tho year of claim 

Payments received through Supreme Court Pay 
Office. — (I) \h regards payments made b(*forc Ist 
April. 192.'), state the aniount of meomo ol tho yeai 
of claim, uitli dates diu' . tlio correct title oi tiu^ 

Cause or Matter, and the title of tho account (i*“ 
any) in the Supn*nie (’ouit Pay Otticc hooks, and 
amount ut stock and its full desciiptioii 

(II) As regards ]»a>inents made on or aftoi Isl 
April. 192.”), stat(» the amount oi iiieorne of the year 
ot claim 

Pensions, Income arising from sources Abroad, 
imd Hiiv Income not iii( lud(M] undci olhm heads 
•Stnt<‘ the niituro of tlie income, tln^ name and 
address of tho person hv whom it is paid, and 
whether it is taxed before n»ceipl Wounds, di.s- 
ahlemerit and disability pensions srranted on 
account of military, etc , s<*rv’ife, and tillowdiiccs 
in respect of children grantiMl to widows of 
rneinhers t)t the P’orii*s. nn* not taxable and should 
not he Cl I tried 

Illustration. 

M. White submits the following particulars of his income from 
all sources for tho year 1932-38 : — 

He owns and works a farm which is assessed under Schedule A 
at £175 (net). The farm does not include a farmhouse or 
any cottages , the tithe and land tax have been redeemed. 
He is the holder of £490 2J per cent. Consols. 

He is the proprietor of a cornchandler's business, the profits of 
which, based on the preceding year, which have been agreed 
with the Inspector of Taxes, amount to £500. The 
statutory profit of the business, however, includes interest 
on loan £35. 


It Mibjri tod to tax, 
(’olh'ctor.s loceipt. or 
iM'titicatc of tax paid 
Ol suffered 


In tho caRo of (1) 
no vouchor required 
111 Uu) case of (11), 
counterfoil msuod by 
the Supreme Court 
Pay Oflico 
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He is a director of the Shire Implements Co., Ltd., his fees in 
that capacity being 25 guineas per aimuiu. 

He owns three cottages from which he receives £82 per annum, 
the gross annual value under Schedule A being £73. The 
rents are collected by an agent, whose charges amount to 
£l 5s. Od., whilst repairs cost £2 

He owns the lease of the shop property in which his business is 
carried on assessed under Sche<]ule A at £40 net, the 
ground rent thereon being £10 per annum. 

His wife holds shares in the Improved riulustrial Dwellings, 
Ltd., from which she recciveil, free of tax, dividends 
amounting to £.37 lOs. Od. 

There is a mortgage on the farm of £1.200, upon whieh inti'rest 
at the rate of 0 jier cent. ptT annum is payable. 

4Ie IS insured with the London Braneh of the New York Life 
Insurance Society for £1,.')00, Ilu‘ annual premium being 
£100. Hia wife is also insuied to the extent of £1,000 in 
the Equitable Life Insurance Society, the pn'inium being 
£22 per annum. 

He has three children agt^l L"), 12 and 0 respectively, none of 
whom has any income. 

M. WHITE. 


STATVIORT INCOMF - 

Earned — v' V 

I Farm Utoupatjuii (Sdiodulo 10 
CoTDchandltf (St liednlr 0) 

Dircitur (Scncilnlf h) 

Vnearned- * 

Farm l’iupt‘it> (srJiK’dulc At mt 
C'ottaRo do (Id 

Shop do do 

(’oxibols h\ d(Ml\u‘lidii ) 

WifcV DiMticinh ^Ta^' d bN ilrdiuhnii) 


£ 

200'^ 

&UU 

2d 

7 2d 0 



4U 

10 

50 

'm (j 


Lcfc* <'IirirKC''- ,, 4.1,0.511 IJ 

Tiiti rest dll 1.0, III •’’* 

<iiniin([ limit 1.'^ 

.Mortnajif liiti II '.t f 


M \n 1«»K^ lN« «»\n 

Earneil Iiicoiiit' AIl«t\.uirp- Onf>fillli d t72b 


LOUO ( 

u:> i 


As^J‘*'‘AUIJ lN(dMl 

Dci/f/rt Allov.iiii cs -- 
Pe^^unJl 
Three Cliildieii 


£I.V) 

lilO 


£704 I 

280 ( 


'J 4-\\/IIfc lN(d.Il 

Total Tax Pa^aiiii: - 
117.5 ^2 Cm i 
330 ^ 5.- in £ 


Lesi Lite A-siuatih' Alidw.iii'i £122 « 2 L in i 


£.51 4 i 

21 1 
84 1 . 

100 1 
1.5 


Ainoimt oi Tax to be borne _ . 

Add Tax deduct! d Irojii rb.irne» £11* o - m the t 


91 

‘20 


Amoimttobeacounted fortotln Jiiljund Ueveiiut Vutboiitics . 120 1 

He haa already paid b\ deduction from di^ldend^- £('10 (a ,5/- iii £ . 15 

sSo that £105 1 

fallK to be paid by him on direct aaaebamenta under Schedulet, A. B. 1) and E. 
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These aascRsmente will be made as follows : — 
M. WHITE {continufd). 


SCHIIiOlR 0 — 

AvneaRHHMifc 

L4>ss Karripd Iiiooxiie Allownnre 
f'ereonal ilo 

CliildrciJ du 


CharKcd I'li 2/d In & 

L*n Life ABSiirance A How unco (part) 

SCflFIM'l.Il H — 

(tTOSH AHSfRSltK'Tlt 

Lehit KariiPd Jnronii' Allow aiico 

✓ 


riiar|j( d— 

iD.’i (!!' .V- 

Leg» Life Assiiiiince Allowance (B.ilaiire) 

ScHKin LK ]•: — 

(iroas Ahsenaiiiont 

Letfi HSuTiiPd Ineoiiie Allow arue 


£100 

L.>0 

IIIO 


£ £ s. d 

r)Uo 


3ao 

£120 

i:> 

15 


200 

10 


Nil 


to IT 
2U 5 


£160 ^ 
e s (1 

6 

0 

V] 2 0 

r» 0 

17 0 

t 

26 

5 


Charged to :»/- iu £ . 

Sl'llBDl LP. A — 

Kann Propel ty 

Chttiued «« a; - 

Cottage Proper! N charged 155 w- 5'- 
Shop Propel t> do £t0 m' 5 - 


43 15 0 
11 15 0 
10 0 0 

£10ri 12 6 


Xotf s to Illufttrntion, 

(1) 111 the case of farm property, subject to the special pro- 
visions coiitaiiunl in Rules 8 and 9 of Schedule A, No. V, a 
deduction of oue-cighth only is alloived off the gross annual 
value of the property for repairs. In this case the net 
^assessment is given, and consequently, to ascertain the 
jr'gross auiiual value, one-seventh of the net assessment must 
I be added thereto. (One-seventh of the net assessment is 
equal to one-eighth of the gross annual value.) 

/ (2) As M. White is the owner of the farm, the net annual value 
thereof forms part of bis statutory income. 


(3) As M White is the occupier of the farm, he will be assessed 
plunder Schedule B in respect of the profits arising from the 
j gsicupatioii of the faxm. Such profits are estimated at 
khe gross annual value of the^property, t.e.« ^(Xh 
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(4) Directors’ fees arc assessable under Schedule E, on the 

^ directors personally* 

(5) In the case of house and cottage property, a statutory 
deduction from the gross annual value is allowed for 
repairs, and Income Tax is chargeable only on the net 
assessment. This deduction, subject to the special pro- 
visions contained in Rules 8 and 1! of Schedule A, No. V, has 
to include all expenses m connection with the propeu’ty : 
consequently agent’s fees and repairs cannot further be 
taken into consideration. Since the gross annual value 

{/ of the fhrr/; cottag(*s is £73, ffreh is under £40, and the 
|t deduction for repaim, etc., is one-fourth. 

(6) TJic wife’s income consists of divirlends received free of 
tax. The statutory income, liow(‘ver, is not the amount 
received, but the amount received plus the tax paid by the 
company, and the rate of tax being 5/ in the £ the 
statutory income amounts to £50, viz., £37 lOs. Od. X 

(7) The allowance in respect of each life assurance premium is 
Iinnt<*cl to 7% of the sum assured, and the tdtal life 
insurance premiums is limited to one-sixth of the statutory 
income from all sources. As the promiums paid do not 
exceed the maximum limit, tlu^ whole of the payments 
IS allowable. 

(9) The tax dcdu(;tc‘d from charges must in all cases bci kept 
in charge to lav at the Standard Rate whatc‘vcr is the 
income of tin* pi'ison paying such charges. It is for that 
reason Ihfit tlu' charge's arc dc'diicted in arriving at the 
,j /total slat ut<n'v income, an<l tlM»n brought in again in terms 
V jjof tax after the computation of the tax to be borne. 

§ 4. — ^Double Assessment. 

Relief can be cJainicd under § 151, in any case of 
'double assessment, witJiin six j'cars after the (nid of 
t the yeai’ in resj^ect of whieli such claim arises. 

Instances of double assessment may easily arise, 
e.g. 

(1) Where a person, having paid Scheciulc A tax 
on Ills own business premises, omits to charge 
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, against liis business profits for Income Tax 
.• tScbefliile D inirposes the not Schedule A value 
of the pro])erty. 

(2) Where a person, having credited his Profit and 
Loss Account with taxed income on invest- 
ments, omits to deduct that income for Income 
Tax (Schedule 1) ijurfioses, 

i(3) AVhere a ])crson owns property on which there 
is a mortgage Avith a buikling society, and pays 
the mortgage interest in full without any 
deduction for tax (under Arrangement “ B ” 
or “13 A ” between the building society and 
the Inland Revenue Authorities — see Chap. XI, 

§ 16), he should not be assessed in respect of 
such interest ; if he is assessed, however, it must 
be allowed as a double assessment, and the tax 
repaid by the Board of Inland Revenue, 

An important illustration of double assessment is 
afforded by the (*as(fs of Jjoudou ('aunty (’ouncil v. 
Atforney-Geveral (ItK)l), A.C. 26), and Attorney-General 
V. lAind-on County Council (1907), A.C. 131). In the 
former of these cases the London ( *ounty ( 'ouncil had 
])aid a large sum by Avay of interest on stocks and 
loans during the fiscal year 1897-8, and during the 
same year had received taxed rents of ])roperty forming 
part of the assets of the fund on which the interest 
was chargeable. By Rule 21 of the General Rules 
applicable to all Schedules, the tax on interest, etc., 
paid must be accounted for to the Inland Revenue 
Authorities, unless such interest was payable out of 
profits or gains brought into charge to tax ; and on 
the strength of tins the Grown assessed the Council 
without allonnng any set-off in lespect of the taxed 
rents. 
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The London bounty (’ouncil lost tlie case in the 

i t» 

lower (’ourts, but it ultimately reached tlie House of 
Lords, w'here it was finally decided that the Clouncil 
was entitled to set off the tax deducted from rents 
agamst the tax retained on interest paid, and only 
to account to the CVown for the difference. 

Lord MacNaghten ])ointed out that tJiere is no 
essential difference between the Schedule A and 
Schedule D taxes, and that to read tlie A(;t as imposing 
a double duty w'ould be contraiy to the w'hole scope 
of Income Tax legislation. 

In the second case the London County Council 
endeavoured to get the same pi'inci])le ap])lied to the 
Schedule A tax paid on projieity in its own oc-cupa- 
tion, such property forming part of tlio assets of the 
fund on which the interest was chargeable. The 
Council was successful in the lower Courts, but on the 
ease being canted to the House of Lords it w’as deckled 
in favour of the (Vown, on the groumls that the 
projierty in question lirougJit in no profits, and no 
iiitci‘e.st could be regarded as bitng paid out of profits 
wliich did not exist ; and tJu! C^ouncil is therefoi’e 
not entitled to set-off tax paid on propeitiy in its own 
occupation against the tax deducted from intere.st. 
This decision is based solely upon a strict legal inter- 
pretation of Rul(! 21 of the General Rules applicable 
to all Schedules, and is entirely devoid of equity. Its 
application is restricted in practice to the assessment of 
corporations. 

L 

o. — Infants and Return of Tax. 

Every person acting in any character on behalf of 
any i pcanacitate d person . who cannot l^e ])ersonally 
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,agaijist his business profits for Income Tax 
• Schedule D jiui-poses tlie net Schedule A value 
of the proj)erty. 

(2) Where a person, having credited his Profit and 
Loss Account with taxed income on , invest- 
ments, omits to deduct that income for Income 
Tax Schedule 1) ])urposes. 

(3) Where a ])ersoii owns pro])eity on which there 
is a mortgage witJi a building soc-icty, anti jjaj’s 
tlie mortgage interest in full without any 
deduction for tax (under Arrangement “ B ” 
or “13 A ’’ between the building societj’’ and 
the Inland Revenue Authorities — see (’hap. XI, 
§ 16), he should not be assessed in respect of 
such interest ; if he is assessed, however, it must 
be allowed as a tlouble assessment, and the tax 
repaid by the Board of Inland Revenue. 

An important illustration of double assessment is 
afforded by the cases of London C'onnty Council v. 
Attorney-Qc'neral (1901), A.C. 26), and Attorney-General 
V. London County Council (1907), A.C. 131). In the 
former of these cases the London County Council had 
paid a large sum by way of ijitcrest on stocks and 
loans during the fiscal year 1897-8, and during the 
same year had received taxtnl rents of ])roperty forming 
pail; of the assets of the fund on which the interest 
was chargeable. By Rule 21 of the General Rules 
applicable to all Schedules, the tax on interest, etc., 
paid must be accounted for to the Inland Revenue 
Authorities, unless such interest was payable out of 
profits or gains brought into charge to tax ; and on 
the strength of this the Oown assessed the Council 
without allowing any set-off in respect of the taxed 
rents. 
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The London County Council lost the case in the 
lower Courts, but it ultimately I’caehecl the House of 
Lords, where it was finally decided that the Council 
was entitled to set off the tax deducted from rents 
against the tax retaine<l on interest ])ai(l, and only 
to account to the (.'rown for the difference. 

I..ord MacNaghten ])oiuted out that thei’c is no 
essential difference between the Schedule A and 
Schedule I) taxes, and that to n^ad the Act as iin])osing 
a double duty would be eontraiy to the whole sc-opo 
of Income Tax legislation. 

In the second case the London (^ounty Council 
endeavoured to get tJic same ])i-incij)le a]>])licd to the ' 
Schedule A tax paid on ]>ropci*ty in its own ot!cu])a- 
tion, such property forming ])art of the assets of the 
fund on which tJic interest was chargeable. The 
Council was sucoesshd in the lower Courts, but on the 
case being carritul t(j the House of Lords it was decided 
in favoxir of the (*i-owu, on the gi’oumls tliat the 
property in (question ))rought in no -fxrofits, and no 
interest could be regarded as being paid out of ])rofits 
'which did Jiot exist ; and the Council is therefore 
not entitled to set-off tax paid on property in its own 
occupation against the tax fleducted from interest. 
This decision is based solely u])on a strict legal inter- 
pretation of Rule 21 of the General -Rules applicable 
to all Schedules, and is entirely devoid of equity. Its 
application is restricted in practice to the assessment of 
corporations. 

: o. — Infants and Return of Tax. 

Every person ac^ng in any character on behalf of 
any ipcapacitatfid- peraemu who cannot be personally 
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charged under the Acts is required to make such 
returns of that incapacitated person’s income as may- 
be necessary (§ 101). -.The -^stee, guardian, etc., is 
assessable to tax in the amount in which the incapaci- 
'tated person sliould bo assessed^ (Rules 4 and 13, 
General Rules). An infant is an incapacitated 'persoTi 
for this ])urpose, but thei'e is nothing in the Acts to 
ja-evTut an infant from being charged in his own name 
wlu'ro his proi)erty or source of income is imder his 
pwn controrKi?. v. Conmissionerft of Taxe,% ex parte 
Huxley (191(j), 7 T.(’. 49), and in that case he could 
himsell'makc any claims to which he might be entitled, 
otherwise the person having control of the property, 
jctc., should make the claim. 

(a) Contingent Interest. 

If an infant’s interest in iffoperty is (under a wilJ.or 
scitlement) ooxTtxoKN'i^ on his reachjxo a. certain 
• j AOK LIMIT (say twenty-one years), or marrying, 
,and the iiu'ome from the property has to be accumu- 
lated in the meanwhile, the trustee cannot claim any 
return of tax in res])c(*t of such income, except where, 

i jand tp the extent that, it has been expended on the 
1 education and maintenance of the infant. 

The reason for this is that the property, in the 
event of the infant’s death before the happening of 
the contingency, would jiass to other persons, so that 
Ithe income arising during the infant’s life would 
•never, in fact, belong to the infant. 

Where the infant’s interest in the property is 
contingent, but 'a portion of the income is properly 
flai)plied to the mamtenance or education of such infant, 
|tlie trustee may claim year by year for repayment of tax 
|in respect of the portion of the income so expended^ 
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y. 

puiijoses of tliis claim, the amount, expended 
ijis treated as income received less tax, and the gross 
ijamount so obtained is then treated as . the statutory 
,|incomc'^of the infant. 

A claim for return of t<ax in respect of the whole 
CONTINGENT TBRiOD Can also be made within six years, 
(§ 30 — 1923) of the date after which the interest has 
bec'ome absolute, a deduction being made for any 
relief received during the contingtnil •{lerioil. 

The relevant ])rovisi()ns are as follows : — 

Where, in pm’suanci' of the jirovisions of any will 
or settlement, any inconu? arising from any fund is 
•■'accumulated for the benefit of any ])erson contingently 
yn his attaining some s|)ccified ago or marrying, and 
the aggregati' amount in any year of assessment of 
that income and the income from any other fund 
subject to the like trusts for accumulation and of the 
total income of that ])crson from all sources (hereinafter 
referred to as “ the aggregate yisarly income ” ) is of such 
an amount only as would entitle an individual either 
to total excm])tion from tax or to relief from tax, 
that ])erson sliall, on making a claim for the purpase 
! within six years after the end of the year of assessment 
in which the contingency happens, be entitled, on 
])roof of the claim in manner ])resorib(‘d by this Act, 
to have re])aid to him on account of thu tax which has 
been ])aid in respect of the income during the period 
of ac'cunndation a sum equal to the aggregate amount 
of relief to which he would have been entitled if his 
total income from all sources for each of the several 
years of the said period had been equal to the aggregate 
yearly income for that year ; but in (talculating that 
sum a deduction shall be made in respect of any relief 
already received (§ 251. 
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Any repayment obtained under the above ])rovisions 
by the beneficiary reaching the age of 21 is a personal 
It benefit of tJie claimant, and he is entitled to the whole 
jlof it as income {Fulford v. Hyslop (1929), 8 A.T.(\ 588). 

in Dale v. Mitcalfe ((1927), 13 T.(\ 4-1), it was held 
that the beneficiarj’’ was entitled to claim under § 25, 
(although the interest in the aceumulations was that 
,iof a life tenant only. 

Where income is to be accumulated for a period 
(e.(/., twenty years fiom the date of the testator’s 
<leath) and the capital and accumulations are tlien to be 
'divided between tlie surviving cliildren, the benefit of 
§ 25 cannot be claimed, since the (lontingency is not 
the attainment of a specified age or ])rior man’iage 
(White V. Whitcher (1927), 13 T.f!. 202). 

For the pur]) 08 es of a repayment claim the income 
' of a beneficiary untler a trust is the net amount 
received (aft(*r deduction of the management exjienses 
‘ gf the trust) brought up to gross by the addition of 
the a])})ropriate Income Tax on such gross ecpuvalent 
(Murray v. C.I.F. (1920), 11 T.C. 133; MacFailane 
V. C.I.k (1929), 14 T.C. 532). 


Illustration. 

X. died oil Ist April, 192i>, leaving the residue of his estate to 
accumulate for the benefit of A. contingently on A.’s attaining the 
age of 21, or marrying under that age. A. came of age on l.ith May, 
1933, having been maintained and educated out of the income. 
A, had no other income. 


Year ending 
5Ui April 


Net'lnromo ot 
the Estate 


Amounts applied 
in maintenance, etc 


1927 


£640 

1928 

. . ■ 

640 

1929 

. . ' 

800 

1930 

• • 1 

800 

1931 

. . ! 

775 

1932 

• • 1 

750 

1933 

-* i 

900 


£96 

180 

200 

200 

217 

360 

465 
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(b) Absolute Interest. 

Where the infant’s interest in the property is 
ABSOLi’Tp:, the trustee may claim repayment of tax 
in tJic ordmary way on behalf of such infant in respect 
of tJ)e allowances applicable to;thc gross'^n come from 
' the property each year^- irrespective of the amounts 
expentled on maintenance. ■'^Tf, however, the trustee 
fails to make the claim, the infant, oii attaining his or 
^lier majority, can only claim a return of tax in respect 
of the last six'^y<-‘3'rs (§ 30—1923)./ 

A purchase of shares by a father, registered in 
the name of an infant child, has been held to be an 
effective donation of the shares, so as to entitle 
*r,epaymcnts of Income Tax to be claimed {G.I.R. 
V. Wilson. (1928), 13 T.C. 789). 

§ 6. —Revocable Trusts. 

Owing to the heavy rates of taxation imposed 
during and since the War of 1914-1918, every avenue 
of escape frotn the incidence of taxation has been 
cxjilored by taxjiaycrs and their advisers. Steps have 
been taken from time to time by Parliament to jire- 
vent or mitigate the loss to the revenue which arose 
through taxpayers finding means of avoiding taxation. 

A popular method was temporarily to make over 
])art of the income to dependents and children^ and 
''in section 29, Finance Act, 1922, legislation on this 
liohit was introduced to make inoperative some of 
the means of escape thus evolved. 

The provisions of that section cover three different 
classes of cases. In view of its involved provisions, 
the section is given in full, followed by a concise 
explanation. 
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20. — (1) Any Income — 

{a) OF WHICH ANY PERs«JN IS ABLE, OT lias, at aiiv tiiiio 
since the fifth day of April, nineteen hundred and t^\enty- 
two, been able, without the consent of any other person 
bv means of the exercise of any ])ower of appointment, powen 
of revocation or otherwise howsoever by virtue or in conse- 
(juence of a disposition made directly or indirectly by him- 
self, TO OBTAIN FOR HIMSELF THE HKXEFTCIAL EXJOYMENT ; 
OR 

(A) which bv virtii(‘ or in conseijiience of any disposition 
made, directly oi indin'ctly, by any jicrson after the first day 
of May, nineteen hundred and tw(‘ntv-t\vo (other than a 
disposition made for valuable and siitTieient consideration), 
IS PAYABLE TO OR APPLICABLE FOR THE BENEFIT OF ANY 
j.lOTIIER PERSON FOR A PERIOD WHICH CANNOT EVC^KED SIX 
Iyears ; OR 

(r) which by virtue or in eonscHpicMiee of any dis]>()siti()n 
made, direetiv or imlireetlv, by any j)(‘rson after the fifth day 
of A])ril, ninet(‘en him<lred and fourteen, is pAYABiiE to or 
a])plicable for Uk* bemdit of \ (’hild of that person for 

SOME PERIOD LESS THAN THE LIFE OF THE (’IIILD , 

shall, subject to the provisions of this section, but in cases under the 
above paragraph (r) only if and so long as the child is an infant 
and unmarried, be deemed for the purposes of the enactments 
relating to Income Tax (including sur-tax) to be the income of 
the person who is or was able to obtain the beneficial enjoyment 
thereof, or of the person, if living, by whom the disposition was 
made, as the case may be, and not to be for those purposes the income 
of any other person . 

Provided that in cases under the abov(», paragrajih («) — 

(i) Avhere any such power as aforesaid can be exercised 
by a person with the consent of the wife or the husband of that 
person, the power shall for the purposes of the said jiaragraph, 
be deemed to be exercisable without the consent of another 
person, except where the husband and wife arc living apart 
either by agreement or under an onler of a court of comiietent 
jurisdiction ; and 

(ii) w^here any such power as aforesaid is exercisable by 
the wife or the husband of the person w^ho made the disposition, 
the power shall, for the purposes of the said paragraph, be 
deemed to be exercisable by the person w'ho made the disposi- 
tion. 

Provided also that — 

(i) the above paragraph (c) shall not apply as regards any 
income which is derived from capital which, at the end of 



358 


INCOME TAX. 


[Chap. IX. 


the period during which that income is payable to or applicable 
for the benefit of the child, is required by the disposition to 
be held on trust absolutely for, or to be transferred to, the child, 
or any income which is payable to or applicable for the benefit 
of a child during the whole period of the life of the person by 
whom the disposition was made ; and 

(ii) for the purposes of the said paragraph (c) income shall 
not be deemed to be payable to or applicable for the benefit of 
a child for some period less than its life by reason only that the 
disposition contains a provision for the payment to some other 
person of the income in the event of the bankruptcy of the 
child, or of an assignment thereof, or a charge thereon being 
executed by the child. 

(2) Wlicre by virtue of paragraph (6) or paragraph (c) of sub- 
section (1) of this section any Income Tax or sur-tax becomes 
chargeable on and is paid by the person by whom the disposition 
was made, that person shall be entitled to recover from any trustee 
or other person to whom the income is payable by virtue or in 
consequence of the disposition the amount of the tax so paid, and 
for that purpose to require the Commissioners concerned to furnish 
to him a certificate specifying the amount of the income in respect 
of which he has so paid tax and the amount of the tax so paid, and 
any certificate so furnished shall be conclusive evidence of the facts 
appearing thereby. 

(3) Where any person obtains in respect of any allowance or 
relief a repayment of Income Tax in excess of the amount of the 
repayment to which he would but for the provisions of paragraph 
(b) or paragraph (c) of subsection (1) of this section have been 
entitled, an amount equal to the excess shall be paid by him to 
the trustee or other person to whom the income is payable by 
virtue or in consequence of the disposition, or where there are 
two or more such persons shall be apportioned among those persons 
as the case may require. 

If any question arises as to the amount of any payment or 
as to any apportionment to be made under this subsection, that 
question shall be decided by the General Commissioners whose 
decision thereon shall be final. 

(4) Any income, which is deemed by virtue of this section to 
bo the income of any person, shall be deemed to be the highest 
part of this income. 

(5) In this section, unless the context otherwise requires — 
The expression “ child ” includes step-child or illegitimate 

child ; 

The expression “ disposition ” includes any trust, covenant, 
agreement or arrangement. 
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From the section as above, it will be^ seen that, 
to prevent the income being treated as his oym, the 
taxpayer who has made the disposition* must— 

(а) either be unable to obtain the beneficial 
enjoyment of the income without the con- 
sent of any other person. (In this case, the 
husband or wife of a taxpayer is not considered 
,to be another person unless they are living 
apart by agreement or under an order of 
a Court.) 

(б) or have covenanted to pay over the income 
to the donee for a j)eriod which is capable’ of 

y'|exceeding‘* six yeans (whether or not it does 
turn out to exceed six years). 

(c) or, if the income is apj)licable for a child 
pf the settlor, have covenanted so that the 
,,caijital will pass to the child at the end of 
the period for which the income is payable 
to or for the benefit of the child, or so that 
■' ’the income is payable to the child for its 
whole life, or for the whole life of the settlor. 

If a child is of age or manied, the restrictions in 
(c) do not apply, and the provisions of (a) and/or 
(6) must be observed, c.g., though the restrictions in 
(c).are inapplicable, the covenant may be inoperative 
to pass the Income Tax liability on by reason of its 
offending against (6), 

Class (c) is not offended merely because the dis- 
position contains a provision for the payment to some 
other person of the income in the event of the bank- 
'■'ruptcy of the child, or of an assignment or charge 
executed by the child. 
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Tf the covenant does not offend the provisions, 
the disponor may deduct Income Tax on paying over 
the income, and treat the gross amount as an annual 
charge. The recipient treats it as taxed income, 
against which he may claim the reliefs to which he 
is entitled. 


Illustrations. 

(a) A father entered into a bond to jiay an annuity to a 
child of full age for three years. This offends (6) , the father 
is chargeable on his whole income without any deduction for the 

Jiannuity, and the annuity is not treated as income ot the c-hild 
’(0?7lies V. a I.R. (1929), S C. 131) 

(b) A father purchased shares ni a company iii the name of 
his jnfant child, as a gift to that child, in whose name the shares 
'were regist(;rcd. This does not offend (e), and is effective {C IM, 
V Wilson (1928), 13 TO 780). The father, as trustee for the 
child, can spend tlu* dividends on the child’s inaintenanee, and 

Jireclaim income tax on behalf of the child in respect of the ])er- 
liponal allo\\HTice and reduced rate relief.'^' 

(c) A covenant is entered into hereby a taxpay(‘r binds 
himself to pay a sum of £200 per annum to a hospital, or other 
charity for his life or seven years, \\lneliever shall be the longer. 
The taxjiayer pays this sum less tax, and deducts the grass £200 in 
arriving at his total income for sur-tax jmrposes. The hospital 
»pr charity, being exempt from tax, recovers from the Inland 
.'Revenue the Income Tax deducted. 

An annuity received by trustees on behalf of a 
minor under a covenant by the settlor containing a 
power of revocation w^hich could be exercised by the 
settlor with the consent of any one of certain named 
jipersons does not make the annuity income of the 
{•settlor. within Finance Act, 1922, § 20 (1) (c) (Watson 
(Trustees of) v. Wiggins (1933), 49 T.L.R. 326). 
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§ 7. — Return of Tax to Charities and other Bodies 
exempt. 

Under § 37 cliaritable iiistitntions are exempt 
from the ])ayment of income Tax u7)on income from 
rents received (Schedule A) ; interest, annuities and 
dividends (Schedule C) ; .and yeaily interest and other 
annual payment.s forming part of their income 
(Schedule U.), provided that th'e rents and interest, 

! which would otherwise have been taxable, arc ])i’ 0 ])ejiy 
apidied to chai’itable 1 ) 1117 ) 0868 . 

Ih’operty owned and occupied by a chai’ity is c-xem^it 
from Schedule A, excejit such ])art as is in the* use aiul 
enjoyment of a person whose total statutory income 
amounts to as much as £15(t ])er annum, and exee])t as 
regards any rent or otJuT annual ])ayment made by the 
charity in reS 7 )cet of such ])roperty (§ 30 —1021). 

Lands occ‘U])ied by a ehai’ity aie exemiit from 
Schedule 15 if the woi-k in connection with the hus- 
bandry is mainly carried on by beneficiaries of the 
charity, and the .jirofits, if any, arising therefrom are 
applied solely to the pur})oses of the charity. Such 
part, however, as is in tin* use and enjoyment of a 
person whose total statutory income amounts to as 
much as £150 per annum is chargeable (§ 30 — 1921 ). 

“ ‘ Charity ’ in its legal sense conijn-ises four 7 )iincipai 
divisions : trusts for the relief of jioverty" ; trusts for 
fjxf the advancement of educatioii ; tnists for the 
advancement of religion ; and trusts for other pur])ixscs 
(beneficial to the community^ not falling under any 
of the preceding heads ” {Commissioners for Imperial 
'Purposes of the Income Tax v. Pemsel (1891), A.C. 
531, per Lord MacNayhten). Whether or not any 
given organisation is a “ charity ” is a question to be 
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determined on the exact circumstances of the case. 
'Where a trust deed contains purposes other than 
charitable ones, it is not a trust for charitable purposes 
only {Rex v. Special Commissioners, ex parte Rank's 
Trustees (1922), 8 T.C. 286). 

Profits from a trade carried on by a charity are 
, exemjrt from tax under Schedule D if the profits are 
applied solely to the purposes of the charity, and either 
the trade is exercised in the course of the actual 
carrying out of a primary object of the charity or the 
work in connection with the trade is mainly carried on 
by beneficiaries of the charity (§ 30 — 1921 and § 24 — 
1927). 

A company limited by guarantee, incorporated to 
carry on a school, whose whole income is by its 
constitution applied in furtherance of its objects and 
which was regarded as a <;harity was held to be assess- 
able under Schedule D on the surplus of fees over 
cuiTciit expenses, as being profits or gains arising 
from canyiug on a trade in respect of which no 
exemption was granted by § 37 — 1918, or § 30 — 1921 
{Brighton College v. Marriott (1925), 10 T.(.‘. 235). It 
should be noted that the Brigliton College case was 
I'before the introduction of § 24 — 1927, and there is 
isome doubt as to how far it still applies. 

In a case where a charity was entitled to a yearly 
balance of the jirofits of a business on which the 
trustees were assessed under Case I, Schedule D, it 
was held that tliis fell witliin § 37 of the Income Tax 
Act, 1918, as an annual payment, and the charity 
was entitled to repayment of Income Tax thereon, 

' the actual receipt being treated as a net figure {Rex 
V. S pedal Commissioners ; ex parte Shafteshury Homes, 
etc. (1922), 8 T.C. 367). 
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In cases where a charity is entitled to the residuary 
estate of a testator, and the whole or part of such 
residue is not paid until after one year of the death 
of the testator, that part of the income wliich accrued 
after the expiration of the said year can be treated 
as income of the charity for income tax purposes 
(§ 30—1922). 

As to Schedule A tax, hospitals, almshouses, 
university colleges and halls, and scientific institutions, 
are exempt, as well as charitable institutions. In 
practice chimches are also exempted. The h(»id fides 
in each case must, however, be satisfactorily ])roved. 
Whether or not a school is entitled to exemption as 
a public school, under Schedule A, is a question of 
evidence ; the ])Ossibility of ]jrofit arising to an 
individual in the course of carrying on a school does 
not of necessity ])revent the school having the c.haracter 
of a public school {GirVft Public Day School Trust v. 
Ereaut (1930), 99 L.J.K.B. 643). 

ITider the Charitable Trusts Amendment Act, 18.>o, 
§ 28. provision is made for payment of dividends to 
charities assessable under Schedule (' without deduc- 
tion of tax ; but in other eases re 7 )ayment of tax 
must be claimed from the S 7 )ecial Commissioners. 

Similar provisions as to .exem])tion from tax under 
Schedules A, C and H, api)ly to _a friendly society, 
which, if uiu’egistered, has not an income in excess 
of £160 7 )er annum or which, if registered, is ])rccluded 
by Act of Parliament or by its rules from assuring to 
any ])erson a sum exceeding £300 by way of gi’oss 
sum, or £52 a year by way of annuity. A trade union 
enjoys a similar exemption to a registered friendly 
society in respect of interest and dividends apjdied 
solely for the ■|)mpose of provident benefits (§ 39). 
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) Savings banks certified under the Trustee Savings 
^Banks Act, 1863, are exempt in respect of their interest 
and dividends arising from investments witli the 
National Debt. Commissioners. The exemption also 
extemls to all income of savings banks which is applied 
in the payment or credit of interest to any depositor. 
Tn any case, however, where the interest paid or 
crcflited to any depositor exceeds £15 (§ 24 — 1924), the 
bank or branch concerned must make a return to 
the Inspector of Taxes for the district in which it is 
situated of the name and address of each sucli tlepositor, 
otherwise it Avill not obtain tlu^ relief to which it is 
entitled by this section. Any such return must be 
made befoi'o the 1st May in the year following that 
in respect of wliich exemption is claimed (§ 39). 

National Health Insurance Societies and Com- 
mittees are exempt in respect of the income from 
their funds or the investment thereof (§ 39 (5)). 

Ih’ofits or gains arising to an agiieultural society — 
being a s<K-ie.ty or institution established for tlie i)ur])osc 
of ])romoting tlu‘ interi'sts of agriculture, hoiiicultui’e, 
live stock breeding, or forestry — ^fi’oin an e.vliibition 
or show held for the purjioses of tlie society, are exemjit 
from Income Tax, if ajiplied solely to the jiurjioses of 
the society (§ 23 — 1924). 

('o-operaiive and mnilar societiefi. 

Prior to 1933-34, a society registered under tlie 
Industrial and Provident Societies Act, 1893 (in- 
cluding a co-operative society), was exempt under 
Schedules C and D, unless it sold to non -members 
and the number of its shares was limited by either 
its rules or its practice (§ 39 (4)). Although co- 
operative societies usually sell to non -members. 
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owing to practical difficulties as the law then stood, 
profits from such transactions were not assessed. 

For 1933-34 onwards, § 39 (4) is repealed, and the 
following provisions take its place : — 

Charge of tax on mutvxd profiffi. 

For the purposes of the following provisions 
th(‘ expression “ company or society " means any 
incorpt*rated company or society whether incorporated 
in the United Kingdom or elsewhere, and the ex- 
])ression “ registered society ” means a society 
registered under the Industrial and Provident Societies 
Acts, 1893 to 1928, or under the enactments in force in 
Northern Ireland known as the Industrial and Pro- 
vident Societies Acts (Northern Indand), 1893 to 
1929. 

In the application to any company or society of 
any provision or rule relating to profits or gams 
chargeable under Case 1 of Schedule D (which relates 
to trades) or under Tlule 4 of tlie Rules apjilicable to 
Case 11 1 of Schedule I) (whicli relates to the profits of 
certain cattle dealers and milk dealers) any reference 
to profits or gains is deemed to include a reference 
to a profit or surplus arising from transactions of the 
company or society with its members which would be 
included in jirofits or gains for the jnirposcs of that 
provision or rule if those transactions were transactions 
with non-members, and the ]»rofit or surplus is to 
be determined on the same [irinciples as those on wliich 
profits oi’ gains arising from transactions with non- 
members would be so determined. 

There is no exemption under Schedules C and D. 

In computing the profits or gains of a company or 
society which include any income which is chargeable 
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to tax by virtue of the above provisions, there are to 
be flediietecl as expenses any sums which — 

(а) represent a discount, rebate, dividend, or 
bonus granted iiy the company or society to 
members or other persons in respect of 
amounts paid or payable by or to them on 
account of their transactions with tlie 
comjiany or society, being transactions which 
are taken into account in the said com- 
putation ; and 

(б) are calculated by reference to the said 
amounts or to the magnitude of ^le said 
transactions and not by reference to the 
amount of any share or interest in the 
cajiital of the company or society. 

A registered society whose business consists mainly 
in the making of investments, and the principal 
part of whose income is derived therefrom, is entitled 
to relief under section 33, Income Tax Act, 1918 
(which relates to relief in respect of expenses of 
management), in the same manner and to the same 
extent as if the business of the society were the Inisiness 
of a company. 

Where the profits or gains of a company or society 
include any income which is cliargeable to tax by 
virtue of the above provisions, but is not otherwise 
chargeable to tax, the following transitional pro- 
visions have effect ; — 

(a) where the computation of profits or gains is 
required to be made by reference to any year 
or period other than the year of assessment 
the computation for that year or period 
is to be made in accordance with the rules 
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set out above, uot withstanding tjiat those 
provisions were not in force in that year or 
period or some part tliereof ; 

(6) where a claim is made for a deduction in 
respect of the w'car and tear or icplacement 
of any machinery or ])lant under Rule 6 
or Rule 7 of the Rules applicable to C’ases 
I and J1 of Schedule 1), Wear and Tear 
or Obsolescence Allowance will be computed 
as if there had been allowed, for all years 
of assessment jmor to the year 1933-.34, all 
such deductions for wear and tear (but 
not including any additional allowance — i.e., 
the one-tenth addition — under section 18 
Finance Act, 1932) as would have been 
allowable if these new provisions had been 
in force, throughout those years ; ami, in 
computing the amount of profits or gains 
to be charged, no sum is to lie deducted 
(t»thcrwise than for obsolescence) in respect 
of the cost of the renewal or rejilacement of 
any machinery or jilant exceeding the 
amount of such cost reduced by the total 
amount of all such deductions for wear and 
tear as would have been allowable as afore- 
said ; 

(c) no deduction for wear and tear can be 
carried forward from the year 1932-33 and 
no loss, or portion of a loss, which was 
sustained before 6th April, 1933, can be 
carried forward under or by reference to 
section 33, Finance Act, 1926, except so 
far as the deduction or loss, or portion of a 
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loss, as the case may be, related to trans- 
actions any profits or gains from which 
were chargeable w'ith tax for the year 1932-33 
or previous years. 

Where any profits or income of a registered society 
arising in the year 1933-3'1 have, by virtue of these 
new' provisions, ceased to be exempt from Income Tax 
chargeable by deduction and the tax has not been 
deducted therefrom, an assessment may be made 
on the society ^undcr Case III of Schedule D as if the 
profits or income were mentioned in Rule I of the Rules 
ajjplicable to that Case and first arose in 1 933-34 (§ 3 1 


Pdijment of loan and share interest of reijislerrd 
societies without deduction of fax. 

Any share interest or loan interest [laid by a 
registered society must for 1933-34 onwards be paid 
without deduction of Income. Tax; but this 

{a) does not ajiply to any share interest or loan 
interest payable to a person whose usual 
place of abode is not w’thin the United 
Kingdom ; and 

(h) does not render imjiroper any such deduction 
made before the 1st October, 1933, which 
w'ould have been a jiroper deduction if this 
new provision had not been enacted. 

Any share interest or loan interest paid by a 
registered society without deduction of income tax 
is chargeable under Case III of Schedule D as if it 
were mentioned in Rule 1 of the rules applicable to 
that Case. 
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Where at any time, by virtue of the above, the 
income of a person from any such source becomes 
charoeahle but has not previously been chargeable 
by direct assessment on that person, the assessment 
is to be made as if the source of that income were a 
new soiirce of income acquired by that person at that 
time. 

A registered society is entitled to liave the amount 
of Income Tax which, but for any relief under this 
paragra])h, it would he liable iiltiiuat<^ly to bear for 
any year of assessment, reduced by a sum representing 
tax on the amount of share interest or loan interest 
])aid in that year by the society without deduction 
of tax : and where due relief cannot be given for any 
year of assessment in resjiect of any part of the share 
interest or loan interest so paid by a society in that 
year, section 19, Finance Act, 1928 (which allows 
amounts assessed under General Huh! 21 to be carried 
forward as losses), has effect as if the society had 
been assessed to tax for that year umler General 
Uule 21 in respect of the payment of that part of the 
share interest or loan interest, and had paid tax under 
that assessment on the amount of the payment ; but 
the relief does not apply to any loan interest in respect 
of or by reference to which a deduction or relief is 
allow’ablc to the society in any other v^y. 

The Special Commissioners will determine disputed 
claims and any relief due may be given either by 
discharge or reduction of any assessment, or by repay- 
ment. or by all or any of those means, as the case may 
require. 

On or before 1st May in each year (commencing 
with the year 1934), every registered society must 

A A 
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deliver to the surveyor for the district in which its 
registered office is situate a return in such form as 
the (Commissioners of Inland Revenue may prescribe, 
showing — 

(a) the name and place of residence of every 
j)erson to whom loan interest amounting 
to the sum of five pounds or more has been 
paid by the society in the year of assessment 
which ended next before the said 1st May ; 
and 

(b) the amount of such loan interest paid in that 
year to eac*h of those persons ; 

and if such a return is not duly made as respects any 
year of assessment the society is not entitled to any 
relief in respect of any payments of loan interest 
which it was required to include in the return, and the 
amount of any relief or allowance which has been 
given in respect of any such payments may, if not 
otherwise made good, be asse.ssed under Ckse of 
Schedule D and recovered from the society accordingly. 

For the above purposes — 

(а) the expression “ registered society ” has the 
same meaning as already defined, supra ; 

(б) the expression “ share interest,” in relation 
to a registered society, means any interest, 
dividend, bonus, or other sum payable to a 
shareholder of the society by reference to the 
amount of his holding in the share capital of 
the society ; 

(c) the expression “ loan interest,” in relation to 

a registered society, means any interest 
payable by the society in respect of any 
mortgage, loan, loan stock, or deposit ; 
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(d) references to the payment of share interest 
or loan interest include references to the 
crediting of such interest (§ 32 — 1933). 


8. — Interest paid to Banks, etc. 

The usual rule in the case of Income Tax in res])ect 
of interest payable on bon-owed money is to assess 
the person paying the interest, leaving it to such 
person to recoup himself by deducting an amount 
representing tax when paying the interest. 

This is not usually the case where banks are con- 
cerned, owing to the fact that in tlie majority of cases 
the interest will be payable in respect of short loans. 
If the interest is not “annual” interest, the 1 ) 6 X 7100 
paying the interest has no power to deduct Income 
Tax when paying the interest. The banker will make 
A return in respect of the interest so charged, and 
will pay the Income Tax thereon in due course. The 
customer can therefore, on ])roduction of the banker’s 
certificate of interest paid, claim a return of an amount 
equal to Income Tax on the interest, provided he 
can prove that such interest was paid out of profits 
jjand gains brought into charge, i.e., that during the 
llyear in which the interest was paid he was in receipt 
Ijof income on which tax was paid equal’ to, or greater 
in amount than, the interest paid. 

The case of Holder v. Commissioners of Inland 
Revenue ((1932), 16 T.C. 540), 'makes it clear that 
Bank Interest Relief can be claimed only by the 
person to whom the advance was made and that a 
gxiarantor does not come within the scope of the 
.section. 


A A 3 
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A similar claim may be made in respect of interest 
paid to stockbrokers and discount houses (§ 36). 
This docs not, however, include “ contango ” interest^, 
or interest j)aid to moneylenders- 

Wliere money is boiTowed on short loan from a 
bank by a company or a firm, for use in trading, tiie 
jfpractice is to treat the interest paid as a charge in 
|thc Profit and Loss Account, and so adjust the matter. 
Where the interest is so allowed, it is not paid out 
of profits brought into charge to tax, and no repay- 
ment under § 36 is competent ; nor is it open to the 
tax})ayer to reopen the assessments in order to make 
such a claim {Mtdler d' Co. v. C.l.R. (1928), 14 T.C*. 
11(5). If the loan is for a capital puiTiose, the interest 
is not chargeable in the accounts, and would be the 
II subject of a repayment claim under § 36. ,■ If the money 
is lent foi' the space of a year or more, the interest 
becomes annual interest, and it is the duty of the- 
])eTSon ])aying tlic interest to deduct Income Tax when 
making tiie iiayment. In such cases, where the person 
concerned has income equal to, or gi’oater in amount 
than the interest paid, he will retain the tax so 
deducted, and will show the })ayment in liis return 
as an annual charge. He need only make a special 
return where the deduction has been under Rule 21, 
General Rules, and the tax is not collected in the 
ordinaiy way. 

§ 9. — Management Expenses ; Insurance Com>^ 
panies, etc. 

In the case of Life Assurance Gompanies, Savings 
Banks, and Companies whose business consists mainly 
in the making of investments, the Crown has the option 
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of taxing tlie uutaxed interest eitlier under Case I, 
Schedule D, as part of tlie jirofits of the business, or 
under Case 111, IV or V (as may bo appro])riate ) but 
not under both {Norwich Union. Fire Insurance Co. v. 
Ma(/ee (1896), 3 T.C. 457 ; Lh'erpooJ and London and 
Globe Insurance Co. v. liennctt (1913), 6 T.(’. 327). 
Such companies also suffer tax by dodiu'tioii on their 
lin vestment income, on pi*o]:)(‘rt v from whicJi they 
^receive rents, etc*. As in many cast's tJi(' inccjme taxcnl 
by deduction or otlierwise exceeds tlu' amount on wliicli 
tax would be ])ayable were they assessed under Cast' I, 
Schedule P, on their net ])rofits by luason of the fact 
that in a C’asc 1 assessment tlu' profits wt)nld be ari*ivetl 
at after deducting ex])enses, a it'lief is given by_^ 33,. 
"Income Tax Act, 1918, whert'by tax can l)e reclaimetl 
so as to adjust this anomaly. 

TJiis sec/tion reads 

33. — (1) Where an assiirancc company carrying on life aasur- 
ance business or any company whost* business consists mainly 
ill the making of investments and tht' pniicipal part of whose 
income is denved therefrom, or any savings bank or other bank 
for savings, claims and proves to the satisfaction of the special 
commissioners that, for any year of assessment, it has been charged 
to tax by deduction or otherwise, and has not iieen charged in 
respect of its profits in accordance with the rules applicable to 
Case I of Schedule D, the company or bank shall be entitled to 
repayment of so much of the tax paid by it as is equal to the amount 
of the tax on any sums disbursed as expenses of management 
(including commissions ) for that year : 

Provided that — 

(a ) relief shall not be given under this section so os to make 
the tax paid by the company or bank less than the tax which 
*vould have been paid if the profits had been charged in accor- 
<lance with the said rules (but any excess expenses on which 
relief is not given by r(*a.son of this iirovisiun can h(‘ r*arried 
forward to subsequent years, in the same manner as a loss, 
but not exceeding six years — srr § 33 — 1933 below) , and 

(b) the amount of any fines, fees, or profits ansing from 
reversions in the ca^e of an assurance company, and, in the 
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case of any other company or any such bank, the amount of 
any income or profits derived from sources not charged to tax, 
shall be deducted from the amount treated as expenses of 
management for the year , and 

(c) in calculating profits arising from reversions, the 
company may set off against those profits any loss ansing 
from reversions for any previous year during which any enact- 
ment granting this relief was in operation. 

(2) Notice of any claim to the special commissioners under this 
section, together with the particulars thereof, shall be given, in 
writing to the surveyor within twelve months after the expiration 
of the year of assessment in respect of which the claim is made, 
and where the surveyor objects to such claim the special com- 
missioners shall hear and determine the same in like manner as 
in the case of an appeal to them against an assessment under 
Schedule 1), and the provisions of this Act relating to the statement 
of a case for the opinion of the High Court on a point of law shall 
apply. 

(3) A company or liank shall not be entitled to any relief under 
this section in respect of any expenses as to which relief may be 
claimed or allowed under rules 7 and 8 of No. V of Schedule A. 

(4) Where an assurance company, not having its head office 
in the United Kingdom, is charged under Case III of Schedule D 
on a proportion of the income from the investments of its assurance 
fund, or on a basis substituted therefor, the relief in respect of 
expenses of management shall be calculated by reference to a like 
proportion of its total expenses of management for the year 
estimated according to the provisions of this Act. 

(5) Where income arising from the investments of the foreign 
life assurance fund of an assurance company has been relieved 
from tax in pursuance of the provisions of this Act, a corresponding 
reduction shall be made in the relief granted under this section in 
respect of the expenses of management. 

Section 33 must he i*ead in conjunction with § 16 
1923: — 

16. — (1 ) Where the profits of an assurance company in respect 
of its life assurance business are for the purposes of the Income Tax 
Acts computed in accordance with the rules applicable to Case I 
of Schedule D, such part of those profits as belongs or is allocated to, 
or is reserved for, or expended on behalf of, policy-holders or 
annuitants shall be excluded in making the computation, but if 
any profits so excluded as being reserved for policy-holders or 
annuitants cease at any time to be so reserved and are not allocated 
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to or expended on behalf of policy-holders or annuitants, those 
profits shall be treated as profits of the company for the year in 
which they ceased to be so reserved. 

(2) Where an assurance company carrying on the business of 
hfe assurance claims repayment under section thirty-three of the 
Income Tax Act, 1918, in respect of sums disbursed as expenses 
of management there shall, in addition to the amount directed by 
proviso (b) of subsection (1) of the said section to be deducted 
from the amount treated as expenses of management, be deducted 
therefrom the amount of any profits arising from the granting of 
annuities on human life. 

For the purposes of this subsection, profits arising from the 
granting of annuities on human hfe shall be computed in accordance 
with the rules apphcable to Case I of Schedule D : 

Provided that in making any such computation — 

(fl) The provisions of subsection (1 ) of this section shall 
apply with the necessary modifications and in particular with 
the omission therefrom of all references to policy-holders ; 
and 

{b) No deduction shall be allowed in respect of any 
expenses of management in respect of which repayment of 
tax may bo claimed under the said section thirty-three ; 
and 

(c) There may be set off against the profits any loss, to 
be computed on the same basis as the profits, which has arisen 
in connection with the granting of annuities on human life 
in any previous year during which this section was in operation. 

(3) Where an assurance company carries on both ordinary 
life assurance business and industrial life assurance business, the 
business of each such class shall, for the purposes of the Income 
Tax Acts, be treated as though it were a separate business, and 
section thirty- three of the Income Tax Act, 1918, shall apply 
separately to each such class of’ business. 

(4) For the purpose of removing doubts, ft is hereby declared 
that a mutual assurance company carrying on life assurance business 
is entitled to relief under section thirty-three of the Income Tax 
Act, 1918, in the same manner and to the same extent as if the 
business of the company were the business of a proprietary assurance 
company, and the provisions of this section shall be construed 
accordingly. 

A registered society (i.e., one registered under the 
Industrial and Provident Societies Acts, 1893 to 1928, 
or under the Industrial and Provident Societies Acts 
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(Northern Ireland), 1893 to 1929) whose business con- 
sists mainly in the making of investments, ami the 
principal part of whose income is derived therefrom 
is entitled to relief under JJ3— 1918 (§ 31 (4)— 1933). 

In view of the hardship involved in those c-ases 
where the repayment was restricted by reason of the 
■proviso that the repayment is not to reduce tin* tax 
Ibome below the tax which wotild have been payable 
jif the coin])any had been charged according to the 
Irules of Case T, Schedule T), it was enacted l»y the 
Finance Act, 1933, § 33, that : — 

Where, on a c-laim for relief under § 33, Im-omo 
Tax Act, 1918, made by a company, society, or bsuik^ 
for amj year of a-stsesHment a>ter Ihe year 1932-33 in 
respect of the sums disbursed by it as exi)enscs of 
management (including commissions) for that y<‘ar, 
j'clief is disallowed in respect of the whole* or part of 
those sums by reason only of the provisions of proviso 
{a) to subsection (1) of the said section, the amount 
in respe'ct of which relief has been so disallowed may 
be carried forward and treated for the purjiose of 
the said section as if it hful been di.sbursed as afore- 
said for any of the six years ot assessment next 
following : — 

Provided that relief in respect of an amount 
so carried foiward shall be given for the first year 
of assessment next following, in so far as relief 
can be so given in accordance with the provisions 
of the said section in respect of that amount as 
well as in respect of the suras actually disbursed 
as aforesaid for that year, and so far as it cannot 
be so given, then for the next year of assessment, 
and so on. 
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In the case of life insurance companies carrying 
on other classes of insurance, the life assurance 
business is to be treated as a separate business for 
Income Tax purposes (Rule 15, Cases I and II, Sch. D). 

The life insurance profits are determined actuarially, 
usually every five years, and after deducting any 
undivided balance from the previous quinquennium, 
and also the taxed intere^st dining the actual five 
years, one-fifth of the remaining surjilus forms the 
assessable profit. 

If a more frequent valuation is taken, tJie comjiany 
will be assessed on the average so taken. 

Where it is required to show under § .34 that an 
assurance com])any has sustained a loss in respect 
of the life assurance business, any income of the 
company derived from the investments of the life 
assurance fund is to be treated as iiart of the ])rofits 
of the business (Rule 15, Cases 1 and II, »Sch. D). 

In the case of fire and accident insui’ance com- 
panies the usual rule is to cairy forwai’d in each year 
a percentage of tlie premiums to represent unexph’cd 
risks. 

In Imperial Fire Ijisuravce Co. v. Wihon ( 1876), 
35 L.T. 271, such a percentage was disalloweil on the 
ground that the. adjustment was only made for Income 
Tax purposes, and the unearned ])reiniums were not 
actually carried forward in the books. 

In General Accident, Fire and Life Assurance Cor- 
poration V. McGowan (1968), A.C. 207, the accounts 
of the company showed that the unexjiired risks were 
not taken into account for the purpose of ascertaining 
the amount of the profits divisible among the share- 
holders, and the sums in respect of unexpired risks 
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were taken to general reserve after declaring the 
dividends out of the profits. The House of Lords held 
that a.s it was not shown that the method of assessing^ 
without deduction in respect of unexpired risks, 
was unfair, having regard to the facts of the particular 
case, the deduction claimed was inadmissible. 

In S^ln Insurance Office v. Clark (1912), A.C. 443, 
4i) per cent, was allowed as deduction by way of 
unearned premiums. In this case the deduction had 
actually been made in the books, and the Commis- 
sioners had found that it was a reasonable percentage 
to can-y forward. It is a question of facts and figures 
in eacli case whetlier the assessment is fair both to 
the (V(avn and to the subject. 

A life insurance company paying annuities is 
bound to deduct Income Tax thei’efrom, and to account 
for such tax to the Inland Revenue Commissioners, 
so far as the annuities are not ])aid out of profits or 
gains brought into charge. A company cannot, how- 
ever, treat such annuities as ])aid out of profits or 
gains brought into cliarge to Income Tax to a greater 
amount than the taxed income of its annuity fund 
(Rule 21 of General Rules applicable to all Schedules). 

It niTist be remembered that any relief claimed 
under § 33 will be limited to such an amount as will 
reduce the tax jjayable to that which would have 
been ]>aid if the conij)any had been charged under 
the rules before-mentioned ; and in calculating 
the expenses of management in respect of any such 
n claim, anj’^ fines, fees, causal profits, profits arising 
’■jfrom reversions, and other untaxed income or profits 
''must be deducted therefrom. The amount of the 
management expenses on which repayment is refused 
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under this proviso, can, however, be carried forward 
and added to the management expenses of the next 
following year, and any excess therefrom carried 
I, forward again, up to a maximum period of six years 
'(§ 33—1933). 

This relief is given not only to assurance companies 
and to savings banks, but also to any company whose 
business consists mainly in the making of investments, 
and the principal part of wliose income is derived 
;thcrefrom, e.g., trust companies ; but no relief will 
be granted in respect of expenses taken into considera- 
tion in the reduction of the gross to net Schedule A 
assessment of any property (§ 33). 

Notice of any such claim must be given in writing 
I to tlie Inspector within twelve months after the 
‘expiration of the Income Tax year to which it relates. 

It is provided by Tiule 3, (’asc 111 of Schedule I), 
that where a foreign assurance company carries on 
business in the United Kingdom, any income of the 
company from the investments of the life assurance 
fund (excluding the annuity fundj if any), wherever 
received, is to be deemed profits under the third case 
of ychedule D, and the proj)ortion of such income 
from investments as bears the same ratio to the total 
income from investments as the amount of premiums 
received in that year from ])olicy-hoklers residing in 
the United Kingdom, or whose proposals were made to 
the company in the United Kingdom, bears to the 
total premiums received by the company, is taxable 
accordingly. If relief is claimed by such com])anies 
in respect of expenses, such expenses will be apj)or- 
tioned in the same manner (Rule 3, Case III, Schedule 
D, and § 33). Under Case III, Schedule D, the 
assessment will be based on the results of the previous 
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year. All such assessments are to be made by the 
yjiecial ( ’ommissioners. 

Where the 2 )Tofits of an insurance company in respect 
of its life assurance businass are computed in accord- 
ance with the rules ajiplicable to Case T of Schedule D 
such part of the profits as belongs or is alloc-ated to 
])olicy-holders or annuitants shall be excluded in 
making the com])utation ; but if any profits so excludetl 
cease at any time to be so reservi'd, they shall be treated 
as profits of the com])any for the year in which they 
<‘ease to be rcser\'ed. 

In claiming re]){iyment in res])ect of sums ilisbursed 
/las ex])enses of management umlcr § 33, Income Tax 
■.Act, 1918, any profits arising from the gi’anting 
jjof annuities shall be deducted from the ex])enses of 
management. Suc-h j)rofits arc to be determined in 
accordance with the Rules aj)])lieable to Case I of 
Scheduh' D (§ 16—1923). 

For the ^jurpose of claims under § 33, Income Tax 
Act, 1918, a mutmil insurance com])any is on the 
same footing as a jjroirietary assurance coinjiany, 
;and industrial life assurance is to be treated as 
'a business separate from ordinary life assurance 
'{§ 16—1923). 

Where an investment company'^ has raised c-apital 
abroad, and jiays the interest thereon in local currency, 
j the loss on exchange is not an expense of management 
(Bennet v. Underground Electric Raiheays Co. of 
London (1923), 8 T.C. 475). 

An investment company claiming relief on manage- 
ment expenses had income from (1) rents of iirojierties 
assessed under Schedule A, (2) taxed interest, and (3) 
deposit interest assessed under Case 111, Schedule D. 
The company sought to exclude the rents in arriving 
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at tlie amount on which tax would have been paid had 
the com])any been assessed under Case I, Schedule D. 
Held that the company were carrying on the business 
of investment in land and house property, and the 
rents were properly taken into account {Rosyth 
Building and Estate Co. v. Rogers (1921), 8 T.C. 11). 


Illustrations. 

(1) The Revenue Accounts of an investment company for the 
years ended 31st March, 1932, and 31st March, 1933, are as under- — 


To] 



11^30-3^1 

10*11-32 . 


' 10.30-31 

1031- 


£ 

£ • 


1 £ 

i 

Expenso*' of Adiiim^tratioii . 
Uirej tiir-s' and Auditors' Fees 

'1,700 

6,000 , 

IW Dlvidond'i, less Tax 

21 300 

25, ( 

1,750 

1,750 1 

„ Jiilore«ton Loan**, loss Tax 

17,040 

10.( 

Munapiiif' Oinutor sUcununeia- 


: 

„ Tr.insliM I'CL's 

60 

tion 

7,500 

7, .500 




Tr.iMdliiic Expenso-, 

1,040 

1,8.30 




Duprv elation of Fixturc'-i 

150 

140 




llanlv Iiit’crcst 

Incnnir Tax— 

3,‘?70 

2,aoo 




S(l' \onOlli<(“. 

S(ii K on DiriMtoFN’ Fm 

j 300 

300 ; 

i 




1 .tiid M.iiiai.'i]i(! Diicctor's 






UiunuiKTiilion 

I, *170 

1,610 




Miiliiiic.Nit I'lotit 

l(.,000 

1 22,460 
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£.38,400 



Show how the company’s Income Tax liability should bo dealt 
uith for the year 1932-33. 

A claim under § 33, Income Tax Act, 1918, should be made in 
WTiting to the Inspector of Taxes, not later than 5th April, 1931, 
•for a repayment of Income Tax in respect of management expenses, 
jarnved at as follows : — 

The adjusted profit of the preceding year (1931-32) was - 


Net Profit per accounts £1(),96C 

Add — ^Tax deducted from dividelld^^ .. 7,100 

do. interest . . 5,GSO 

Sch. A tax 300 

Depreciation 150 

30,190 

Deduct — Net Annual Value of premises 1 ,200 

Profit adjusted in accordance with Rules of 
Case I (treating Dividends and Interest as part of the 
Trading Profits) £28,990 



382 


[Chap. IX. 


INCOME TAX. 

The management expenses for 1932-33 were : — 

Expenses of Administration . . . . £6,300 

Directors’ and Auditors’ Fees . . . . 1 ,750 

Managing Director's Remuneration . . 7,500 

Travelling Expenses . . . . . . 1,830 

Bank Interest . . . . . . . . 2,860 

Tax on Directors' Fees, etc. . . . . 1,610 

y 'Net Annual Value of Offices . . . . 1 ,200 

23,050 

Deduct - Untaxed Income— Transfer Fees 50 

£23,000 


Tax deducted from Dividends, 1932-33 . . £.S,350 
do. Interest do. . . 6,550 

Total Tax suffered on profits, 1932-33 . . £14,900 

Tax reclaimed on Management Expenses, 

£23,000 @5/- 5,750 

Net tax suffered . . . . . . £9,150 


Had the company been charged according to the rules of 
Case I, on the preceding yeai's profit, the tax payable would have 
been £28,990 @ 5/- = £7,247 10s. Od. only. Since the tax ultimately 
^suffered (after the reclaim) exceeds the latter sum, the repayment 
of £9,150 IS made in full. 

The company w’lll also bear the Schedule A tax of £300. Hail 
the property been let, the annual value would have had to be 
brought into account as a profit in arnving at the adjusted profit, 
‘but would not have affected the amount of the tax reclaimed. 

If the adjustment is agreed with the Inspector before the 
company has paid over the tax on directors' fees, etc., the amount 
of that tax will be deducted from the tax repayable. 

(2) The notional Case 1 assessment of an investment company 
for 1933-34 (;.e,its gross reeeipt-s less management expenses in 
1932-33) was £3,000. Its actual gross income for 1933-34 was 
£12,000, and its management expenses £9,500. Since a repay- 
ment cannot reduce the tax borne to less than the tax on £3,000, 

. Inpayment will be restricted to tax on £9,000 only, leaving £500 to 
. be carried forward under § 33— 1933. 
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If the gross income for 1934-5 is £12,400, and the management 
expenses £9,700 the claim for that year tiiU ,be, in the first place, 
on £9,700, reducing the tax home to tax on £2,700. The notional 
Case I assessment will be £12,000 - £9,500 = £2,500 (previous 
year's figures), so that £200 can be added to the repayment claim 
from the amount brought forward, leducmg the tax finally borne 
to that on £2,500 (i e. £2,700 - £2(K»), and leaving £300 to be carried 
forward. 

Where for any year of assessment rights to work 
minerals in the United Kingdom are let, the lessor 
is entitled to claim to be repaid so much of the Income 
Tax i)aid by him by deduction or otherwise in respect 
of the rent or royalties for that year as is equal to 
the amount of the tax on any sums proved to the 
satisfaction of the Special Commissioners to have 
been wholly, exclusively, and necessarily disbursed 
by him as expenses of management or supervision 
of those minerals in that year ; but no repayment of 
tax will be made — 

(а) except on proof to the satisfaction of the 
Special Commissioners of payment of tax 
on the aggregate amount of the rent or 
royalties ; or 

(б) if, or to such extent as, the said e.xpenses 
have been otherwise allowed as a deduction 
in computing income for the purposes of 
Income Tax (§ 26 — 1922). 

The claim must be made within 12 months of the 
end of the year of assessment, and if the Insi)ector 
of Taxes objects to the repayment, the claim is to be 
heard by the Special Commissioners, and if neces.sary 
an appeal may be taken to the Courts on a question of 
law. 

By concession, a similar claim may be made in 
respect of the expenses of keeping up patent rights, 
including renewal fees. 
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CHAPTER X. 

DOMINION INCOME TAX RELIEF. 


§ 1. — Introduction. 

It frequently hapjiens tJiat income chargeable to 
United Kingdom Income Tax and sur-tax has also 
been charged in another country with similar taxes, 
and where tliis occurs it is necessary to ascertain 
whether the place where the income accrued is situate 
in a foreign country or a British Dominion. No 
dififieidty is experienced in dealing with inciome arising 
in a foreign country, as in eom]>uting the liability 
to United Kingdom Income Tax a deduction from the 
foreign income is claimed in respect of the foreign 
, tax suffered. 

Where, however, such double taxation arises within 
the British Empire, on the principle that a person 
should, so far as practicable, be taxed once only in 
tin* Briti.sh Empire, no deduction in the gross assess- 
ment is allowed in respect of Dominion Income Tax, 
I'but provision is made for granting relief from United 
' Khigdom Income Tax in respi'ct of Dominion Income 
;iTax. 

The relieving clauses (for Dominions other than 
the Irish Free State) are contained in § 27 of the 
jFinance Act, 1920, the object being to lighten the 
burden of the taxes so that although the taxpayer bears 
tax ultimately only once in the British Empire, it is at 
the higher of the two rates. The relief is allowed in 
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this counti-y u]) to one-haK of the taxpayer’s effective 
rate of tax here, tlie remainder of the relief being 
claimed in the particular Dominion. The scheme 
pre-supjjoses that all of the Dominions grant relief in 
respect of United Kingdom Income Tax, but at the 
present time such reciprocal relief is not common 
to all of the Dominions. Where no suc'li I’eciprocal 
])rovisions have been made a special adjustment is 
necessary, as outlined in subsection 4 of § 27, in 
§ 19 of this (-Iiapter. 

TJve s])ecial provisions affecting the Irish FVee 
State are dcscribefl in § 21 of this (^lapter. 

§2. — Explanation of Dominion Income Tax. 

A “ Dominion Income Tax,” in respect of wliich 
relief is obtainable, is defmed in proviso (c) of sub- 
section 8 of § 27 as “ any income Tax or sujHT-tax 
cJiargcd vindcr any law in force in any Dominion, if 
|.that tax a])p<^ars to the Special CommissioiKTs to 

• cotTes])ond with United Kingdom Income Tax or super- 
! tax.” This clearlv rules out certain taxes not com- 

h 

plying with the conditions ; e.g.. Federal land tax in 
Australia, and the railway companies’ tax on miles of 
permanent way peculiar to some parts of (’anada. 
It should further be noted that tJie term “ Dominion ” 
for this pur])ose includes Britisli P’rotectorates and 
countries over which a British mandate is exercised 
(§ 27 (8) (a)). 

* § 3. — ^Nature of the Relief. 

Relief is granted to any person who has paid, by 
deduction or othei*wise, or is liable to pay. United 
Kingdom Income Tax for any year of assessment 
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on any part of liis income ami proves to th« satisfac- 
tion of the Special Commissioners that he lias paid 
Dominion Income Tax for the same year on the same 
jpart of Ins income, |ihe relief being calculated at either 
the Dominion rate of tax, or one-half of the appro- 
!j»riat(‘ rate of United Kingdom tax, whichever is the 
hess <§ 27 (1)). 

The “ Dominion rate of tax ” is ascertained by 
dividing the amount of the Dominion Income Tax paid 
for the year by the amount of the income in respect 
' tif wliich the Dominion fneome Tax is charged for that 
.yeai- ; except that where the Dominion Income Tax is 
not charged upon actual ascertained ])rofits the rate 
"shall be determined by the Sjieeial Commissioners 
(§ 27 (8) (d)). As will be seen later, the method of 
eom]mtation of the Dominion I’ate of tax differs from 
that to be adopted in eom])uting the appropriate 
rate of United Kingdom tax, the divisor being the 
amount of income in respect of which the Dominion 
tax is charged, and not the taxable income after 
deduction of personal allowances. 


Illustration. 

A. is assessed in the Dominion as follows : — 
Profits . . . . . . . . £1,500 

Depreciation . . . . . . 300 


Abatement 
Wife’s Allowance 
Child’s Allowance 


1,200 

. . £ 17.1 

75 

.. 1.50 

400 


£100 


_£^ 2/6 = £ 100 . 

1/8 


^ His Dominion Rate is* 


1,200 


BB 2 
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The exceptional cases where tlie determination of the 
Dominion rate of tax is left to the Special Commis- 
.'sioners cover instances where the Dominion assessments 
are on a purely arbitrary basis bearing little or no 
relation to profits eanied in the Dominion, and 
frequently differing therefrom considerably. To grant 
relief on the Dominion profits charged to British Income 
Tax, having regard to the arbitrary rate of tax charged 
under the Dominion assessment, would not answer in 
practice, it being apparent that the results might be 
inequitable either to the Inland Revenue or to the 
taxpayer. 

The “ ayq)ropriate rate of United Kingdom Income 
Tax ” means the rate at wliich the claimant has borne, 
or is liable to bear. United Kingdom Income Tax 
(?.c., the “standard rate*’ poition) to which is added 
the rate of United Kingdom sur-tax. The rate of 
United Kingdom Income Tax is that obtained by 
dividing the amount of Income Tax payable (bc^fore 
deducting any I’clicf for life assurance premiums) 
/jby the amount of the taxable income of the person 
ijcoiicertied ; the rate of United Kingdom sur-tax is 
the rate obtained by dividing the amount of sur-tax 
■ payable for the ]irecetling year by the amount of 
that person’s total income from all sources as 
estimated for Income Tax ])uit>osos for that ju'eceding 
year (§ 27 (8) (d), 1920, and § 46 and Fifth Schedule, 
Pari II, 1927). 

The rate for 1933-34 is therefore found by the 
following formula : — 

income Tax payable for lOSS-SI'" Sur-tax parable in 1933 34 for 1932-33 

+ y\ 

Taxable Income /or 1931-34 Statutory 3’otal Income for 1932-3.1 

Illustration. 

A taxpayer, whose taxable income for the year 1932-3*1 for 
income tax purposes amounts to £3,600 (tax payable £778 15s.),. 
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finds that he has also paid Dominion Income Tax ^at the rate of 
2s. 6d. in the £ upon £500, part of his income for that year. 

For the year 1931-32, Ins total income for Income Tax purposes 
amounts to £4,000 and the sur-tax payable^ amounts to £171 1 7s. Od. 
The relief to which he is entitled is ascertained as follows : — 
The rate of Dominion Income Tax is 2s. Gd. in the £. 

The rate of United Kingdom Income Tax is 4s. 3 9d. in 
the £, being computed by dividing the total Income Tax, 
£778 15s. Od. by the taxable income, £3,600. 

The rate of United Kingdom sur-tax is 10'3d. in the £, 
being computed by dividing the total sur-tax £171 178. 6d. 
by the total sur-tax income £4,000 

The approjiriate rate of United Kingdom jiieonu'. Tax is 
therefore 5s. 2 2d in the i, b<‘ing the aggregate of the Ineome 
Tax and sur-tax rates 

As one-half of the Ignited Kingdom rate of tax is 2s. 7 Id., 
which IS more than the Dominion rate of lax 2s. 6d., he is 
^ entitled to elaim repayment ujioii £500 at 2s. 6d = £62 lOs Od. 

It niuat clearly be understood tliat the United 
Kingdom Income Tax and sTtr-tax rates to he taken 
are the rates based upon tJie tax payable in tlio year 
of assessment’, and it is immaterial Avhetlier or not 
tlie tax])aycr is accountable for sin--tax /or tlie year 
of assessment fo]‘ AvJiieh lie elaims relief in respect of 
the same soui’cc of income. 


§ 4. — Time at which Relief is to be allowed. 

Tlie time at wJiieli tlie relief is to be allowed is refeiTod 
to in subsection (2) of § 27, whic-Ji provides tJiat relief 
sliall be gi’antcd by way of rejiayment of tax where 
a ]»orson has not established his claim before tlie 
.1st Januai-y in tlic year of assessment. In order to 
obtain relief for any year of assessment, the taxpayer 
must produce the receipts for tax paid in the Dominion, 
or a certificate in respect of his taxation liability signed 
r^y the competent authority in the Dominion. Quite 
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frequently no such evidence will be available, and other 
means must be found to satisfy the requirements of 
the Inspector of Taxes. For example, in support of a 
claim in respect of an Indian dividend, a certificate 
migJit be obtained from the secretary of the company 
giving details of the effective rates of Indian Income 
Tax and Indian companies super-tax paid on the 
profits of wdiich the dividend forms a part.. In 
I'practicc, the Inspector of Taxes can usually obtain 
I'tho necessary information through departmental 
channels. 


^It should be noted that Dominion Inc'orae Tax relief 
can be obtained by anyone who suffers both Dominion 
and United Kingdom tax on the same income, whether 
that person is resident in the United Kingdom or not. 
Notice of claims must be given in wTiting to the 
Inspector of Taxes, or, in the case of non-residents, 
to the (Commissioners of Inland Revenue. A]q)eals 
lie to the Special Commissioners, who have power 
to determine the rate and amount of the relief, 
and all matters incidental to the determination 
thereof (§ 28, 1921). In prac-tice, non-residents and 
paying agents must address aj)])li cations to the 
Chief Inspector (Claims), Cornwall House, Stamford 


Street, S.E.l. 


§ 5. — The Dominion Year. 

The normal basis to be ado])ted for the purpose of 
relief is to have regard to the tax eharged for the 
Dominion year ending within the United Kingdom 
fiscal year, although in practice it may be found that 
it is more convenient to ado})t some other basis. In 
these exce]>tional eases it is a matter for agreement 
with the Inspector of Taxes, and, provided that the 
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‘■basis adopted is adhered to consistently year by year, 
Ipo objection is likely to be raised. However, the final 
decision rests with the (Commissioners of Inland 
Revenue to whom the light is reserved by subsection 
(7) of § 27, to prescribe the Dominion ye<ir to be taken 
as corresponding to the United Kingdom year of 
assessment. 

§ 6. —Agreement of Amounts of Dominion and 
United Kingdom Assessments unnecessary. 

It is most improbable, owing to the different bases 
of assessment, tJi at tJic amounts of the income assessed 
in the. two eountiics will agree, but tliis is quite un- 
necessary, inasmuch as only tlie rates of tax for the , 
year govern the relief tJiat c.an be claimed. / In the 
Dominion, tJie pi'ofits assc'ssed for a jiarticular year . 
may be considerably smaller than the Dominion iirofits 
forming jiaid of the assessment in the United Kingdom. 
Nevertheless, ha\’ing iiscertained the Dominion rate of 
tax, IJiat rate (subject to the restriction to one-half 
the ajqirojuiatc rate of United Kingdom tax where 
necessary) is used in comjmting the relief due in resjicct 
'of the profits doubly assessed. The reverse effect is 
seen at another time when the Dominion profits in 
the United Kingdom assessment are considerably 
smaller than the profits assessed in t'he Dominion, in 
iwhich case the Dominion Income Tax relief obtained is 
.less than the Dominion Income Tax jiaid. 

• § 7. — Effect of Losses. 

Where there is a “ nil ” assessment in the United 
Kingdom, or in the Dominion, it is clear that no rates 
of tax can be computed, and no claim to relief 
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substantiated since there is no double taxation ; 
from winch it follows that even whore Dominion tax 
has been ])aid for the coiresjionding year, if there 
are no Dominion profits included in the United 
Kingdom assessment, no relief is duo (TJoZ/.s Royce, 
Ltd. V. Short (1925), 10 T.(). 59). Following this 
principle a com])lication aiises whore a tax])ayer 
conducts business in more than one Dominion, 
making profits in some and losses in othei’s. In 
this case it is nccessaiy to deteT-niine on United 
Kingdom Income Tax lines the amount of ju’ofits from 
each Dominioii included in the United Kingdom 
assessment. .Where there is no Dominion profit in- 
cluded in the assessment (as in the Rolls Royce case), 
or no Dominion assessment for the coiTcsponding 
year, no relief can bo claimed. If, however, the relief 
were given in respect of the profits falling int«> the 
United King(iom assessment from the Dominions, 
where Dominion rates of tax obtained for the 
coiTCsponding yeai’, quite conceivably there would 
be profits ajjparently available for relief larger than 
the United Kingdom assessment. Such a ])osition 
calls for particulai* consideration, and relief oji the 
Dominion ])rofits can only be obtained in so fjir as 
the losses in tlie assessment are covoreil by profits not 
taxed in a Dominion. Where this is not the case, the 
Dominion profits available for relief must be reduced 
by the Dominion losses. 

Illustration. 

In 1931 a company makes a profit, adjusted for Income Tax, 
£10,000, which was assessed for the year 1932-33. This result was 
derived from — 

Dominion A .. Profit .. .. £11,000 

Dominion B . . Loss . . . . 3,000 

United Kingdom Profit . . . . 2,000 



§§ 7-8.] 


DOMINION INCOME TAX RELIEF. 393 


For 1932-33, the Dominion rates were — 

Dominion A . . . . 1/0 

Dominion B . . . . 1/6 

As there is no profit from Dominion R Jiablc to United Kingdom 
Income Tax for 1932-33, no relief is due in respect of Dominion B 
tax. 


The loss in Dominion B is first s(‘t against the non-Dominion 
profits of £2,000, leaving £1,000 loss to he dediKJted from Dominion 
A profits available for relief. 

The Dominion Iiuuime Tax relief dm* is tlu'rc'fore £10,000 




A'U, Od. = £500. 


Illustration embodying a § 34 claim. 

For 1932-33, a company was charged on £10,000, being 
Dominion profits £0,000, and United Kingdom profits £4,000. 
Dominion rate was 2s. Od. 

The actual trading for 1932-33 resulted in an adjusted loss of 
£6,000, divided between the Dominion £1,000, and United Kingdom 
£5,000. The comjiany claimed relief under § 34. 

The position is, therefore — Doiiuiinm 

Assessment 1932-33 .. £10,000 £6,000 

.Section 34, Loss dc’ducted 5,000 1,000 


linitLMl 

kiiiKdom 

£4,000 

4.000 


5,000 5,000 Nil. 

Balance of United Kingdom 
§34 Loss set-off against 
Dominion Profit .. 1,000 1,000 


Assessment after § 34 claim £4,000 £4,000 

Tax payable, £4,000 5/- ‘ . . ■ ■ _ • • .^>00 

Lefis Dominion Income Tax relief, £4,000 

@2/- ' .. 400 


£600 


§ 8. — Two or more Dominions. 

Jt will thus be seen that separate treatment must 
be afforded where a taxpayer has suffered different 
Dominion taxes on different parts of his income. Each 
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portion must be segregated, and the several units dealt 
with independently. If, in any instance, the relief has 
to be restrieted, it is not open to the taxpayer to 
transfer the excess to another ])ai't of the income 
which has home Dominion tax at a lower rate. 

Similar considerations arise where the income has 

been subject to more than one Dominion tax, an 

instance of which is Australian Federal Income Tax, 

and South Australian Income Tax. The two Dominion 

ilrates are computed separately, and then aggi'egated in 

‘order to arrive at the Dominion rate of tax suffered. 

* 


lllusitration. 

State Assessment . . . . £900 

Abatement . . . . . . 150 


£750 (a), 2/0 = 
£75 

Rato — = 

900 

Federal Tax £()S0 1/- = £34 

£34 

Rate — — 

080 


£75 

d. 

I 8 

1 0 


Doniiiiioii Rate . . . . . . . . , . 2 8 


§ 9. — Effect of Allowances and Deductions on 
amount on which Relief obtained. 

Where the total income of an individual consists 
wholly of income from the Dominions, the allowances 
and deductions made in aniving at the taxable income 
have the effect of restricting the Dominion Income Tax 
relief, as this is aUow'ed on taxable income and not on 
the amount of the Dominion income. However, no 
such adjustment falls to be made where there is other 
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income sufficient to cover the allowances and de- 
ductions, the practice being to apply the allowances 
first to non -Dominion income. 

Illustration (1). 

A taxpayer has gross income, £988 for derived wholly 

from a Dominion, and has suffered Dominion tax thereon at the 
rate of Is. 6d. He is married, and has two children, in respect of 


whom deductions are allow’ed. 


£ 

s. 

d. 

Gross Income 

Personal Allowance .. £150 


0 

0 

Children .. .. .. 00 

— 

240 

0 

0 

Taxable Income . . 

£74 S 

0 

0 

Chargeable — 

£175 @ 2/0 in the £ 

21 

17 

0 

573 @ 5/ 111 the £ 

143 

5 

0 


— 

— 

— 

Gross Duty . . 

105 

2 

6 

Appropriate Aatc, £105 ‘Ja 6d 
- 74S - 4s Oil 

Less Dominion Income Tax relief 

■ p48 @1/6 

50 

2 

0 

Net Liability 

£100 

0 

() 


A taxpayer, whose circumstances in all other respects are 
similar to the foregoing, has £300 Gross 'i'axcd Dividends in 
addition 'i'he liability is then — 



£ 

s. 

d. 

Gross Dominion Income . . 

988 

0 

0 

Gross Taxeil Dividends . . 

.. 300 

0 

0 


1,288 

0 

0 

Personal Allowance 

£150 



Children . . 

90 




240 

0 

0 

Taxable Income . . 

.. £1,04S 

0 

0 
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Chargca}>le — 

£ 

s. 

d. 

£175 (a> 2/6 in the £ 

21 

17 

6 

S73 (f/j 5/- in the £ 

.. 218 

5 

0 

Gross Duty 

. . 240 

2 

6 

Appropriatc'^llate, £240 2s Od 




_ I.04S = 4‘j 7d 




Less Tax on Dividends 




; £300 (ff 5/- . . £75 

0 0 



Dominion Income 




Tax lelief £9S8 @1/6 74 

2 0 




149 

2 

0 

Net liability on Dominion Income 

. . £91 

0 

(i 


Next for consideration is the case where there is no 
other income, and varying I'ates of JJoininion tax. 
We have already seen that tlie allowances are appUed 
first to income not taxed in a Dominion, and similar 
treatment prevails now, the allowances being first set 
agamst the income subject to the lowest rate of 
; Dominion Income Tax, in order tjiat tlie tax^iayer may 
j get relief from British tax at tlie liighest rates available. 
If then not wholly used, the balance of the allowance 
is ap[)lied against the next higher rate until the allow- 
ances are fully used. 

It will be noticed that this adjustment relates only 
to individuals, and not to com])anies, on which the 
tax is cliargetl at the standard rate without any such 
deductions. 

Illustration (2). 

A married taxpayer is assessed for 1932-33 as follows : — 


Income from Dominion A 

£300 

(Domimon Rate 1/6) 

„ ,, Dominion B 

200 

(Dominion Rate 1/3) 

,, „ Dominion C 

100 

(Dominion Rate 1/0) 

Non-Dominion Income 

100 



£700 


Deduct l\*rsonal Allowance 

150 



Taxable Income . . £.550 
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The personal allowance of £150 is set first against non-Dominion 
income, the balance being applied against income subject to 
.iDominion income tax _at the lowest rale. £ s. d. 

Tax payable £175 @ 2/6 21 17 6 

375 @ 5/- . . 93 15 0 

115 12 6 


Appropnate Rate £1 15 I2s. 6d. 
The rchef is therefore — 
Dominion C. £50 @ 1/- 
„ B. 200 @ 1/3 
„ A. 300 (a) 1/6 


- 550 = 4/2 J. 


£ s. 
2 10 
12 10 
22 10 


d 

0 

0 

0 


£550 


37 10 0 


Net liability 


£7S 2 6 


Had the appropriate rate been say 2/10 in the £, the relief 
on the income from Dominion A would have lieen limited to half 
the Appropriate Rate, i.e., 1/5 in the £. 


A coioimiiy must ])ass on to its nieml)oi*s tho roliof 
it olitains (§ 27 (o)). 11iis is effoctod by mlucinj^ 
the rate of tax dcMliictod from (hvidcnids. 


Illustration (3). 

A (‘nnipaiiys total Jiiconie f«)r 1932-33 was t24,000, including 
£10,000 from a dominion the rate of ta^ in 'vhich was 3/ . 

Assessment, 1932-33 — £24,000 Cw, 5/- . . . . . £6,000 

Lf sfi Dominion Ineume Tax R(‘lief £10,000 (a; 2/6. . 1 ,250 

(lialt standard I’ate, being less than Doniinion rate ) 

Net United Kingdom Tax . . . . . . . . J!4,750 

The eompany, having suffered only £4,750 K lax on 
£24,(M10, can deduct at £ 2 V«mmi — 3/11.] in the £, riz s d 

Standard Rate . . . . . . . . . . . 5 0 

Los.s D I T R £3Voo‘;> 1 d.l 

3 11 ] 

Jf the shareholder’s appropriate rate exceeds 5/-, he has had 
too little relief and can claim an appropriate refund ; if it is l(‘bs 
than 5/-, he has had too much ndief, and the excess will be assessed 
u])on him (we ^ li yoat ) 
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It should be noted that the relief is given to “ any 
person ” who suffers the double taxation, i.c., residence 
is immaterial. A non-resident person’s appropriate 
rate is thus the standard rate plus his sur-tax rate, 
if any, except in the case of a British subject who is 
not resident in the United Kingdom. The a])])ropriate 
rate of the latter is found in exactly the same manner 
as that of a resident. 

Illustration (4). 

A British subject resident in Pans was chargeable as follows — 
19.32-88 — Income liable to tax in the United Kingdom . . £3,000^ 

Income not liable to tax in the „ ,, (earned) 1,.500 


His Income chargeable to 
tax in the United King- 
dom for 1931-32 was 
£3,000. 


£4,500 

Deduct Allowances — 

Earned Income (Pans). . £.300 

Personal 150 

Children 90 


Sur-tax, 1931-32. 


£2.000 . . 

, , 

Nil 


£600 fd), 1/- . 

.. 25 

0 

0 

£500 14 1/3 . 

. . 31 

5 

0 


£56 

5 

0 

' Afhl 10” 

i) 

12 

6 


£61 

17 

6 


Notional* Taxable Income £3,900 


£175 (fb, 2/6 
.t3,7S5 5/- 


Less Life Assurance Relief — 

£120 (§) 2/6 . . 


21 17 0 
946 5 0 

£968 2 6 


15 0 0 


£953 2 6 


Piioportion chargeable in United Kingdom, 
VgS!; X £953 2s. 6d. = 

Appropriate Rate — 

;‘!{!-!}!-of £968 2s. 6d. ^ 

of 3,960 — 

Sur-tax Kate - say o 


£3,000 


U 


£635 8 4 
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Carried forwaixl . . ^£63.”) 8 4 

The United Kingdom income was from a 
company — 33 % of whose income w as taxed in a 
Pommion at 2/9 

Dominion Tax Relief, £1,000 at 2/7 J . . 132 10 

.'>03 2 6 

Less Tax deducted at source by company 

£3,000 @ il'2 .. .. .. .'. 02.5 0 0 

Tax Repayable £121 17 0 

Note. — Since the company received relief at 2/0 (half its 
appropriate rate, being less than the Dominion rate) on one-third 
of its income, it would pass on relief at lOd. ('.rd of 2/0) in the £ 
lion its whole profits, deducting tax at 4/2 in the £. 


§ 1(1. — Paying Agents. 

Where Dominion dividends and interest are i)aid to 
persons in this country by a ])aying agent wlio deducts 
tax, the general ])roc.eduro is for tlic Dominion income 
tax relief to be agreed by the paying agent with the 
Sjieeial Commissioners, the agent then tlcducting tax 
at the standard rate less Dominion Income Tax rate 
of I'elief, and accounting to the Inspector of Foreign 
and Colonial Dividends. It must be ke])t in mind that 
the total dividepd in the hands of the jiaying agent 
has already borne Dominion Income Tax, and therefore 
an appropriate addition must be made to aiTiv^c at the 
true gross dividend on which United Kingdom Income 
Tax is chargeable. In eases where the paying agent 
is not able to ascertain the amount of this addition, 
he arranges to leave the adjustment to bo dealt with 
by the Inland Revenue authorities directly with the 
actual recipients by means of an assessment under 
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Case VI of Schedule D. Where this occurs the paying 
agent deducts tax at the standard rate on the dividend 
ill his hands (§ 27 (4)). 

Illustration. 

A Paying ^gent in England received from a company in a 
reciprocating^ Dominion a dividend of £185 to be paid over to a 
a shareholder in England. He agreed the Dominion Rate of Tax 
' with the S^jecial Commissionerei at 1 /6 in the £ 

The gross equivalent of this dividend ir therefore X £185 
= £200. Accordingly the agent pays the dividend as follows ; — 
Amount of Dividend declared . . . . £185 0 0 

Less United Kingdom Income Tax 
at 3/0 in the £ on the Gross Amount of the 
, Dividend £200 .. .. .. .. 35 0 0 

Net Amount .. .. .. £150 0 0 


In the above illustration, the rate of tax to lie deducted is 
ariived at as follo^^s — 

s. d. 

Standard rat(‘ . . . . . . . . 5 0 

Less Dominion rate . . . . . . 16 


3 0 ' 


If the agent had been unable to agree the relief, he would 
have deducted tax at the standard rate • — 

Amount of dividend <leclarcd .. .. £185 0 0 

Less United Kingdom tax at 5/- . . 40 5 0 

£138 15 0 

In the first case, the taxpayer arrives at the gross dividend by 
grossing up at the standard rate, viz., f y x £150 = £200. In the 
latter case lie first grosses up at the standard rate, viz., 
■:fy X £138 15s. 6d. = £185, and then by reference to the Dominion 
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rate ultimately agreed, \iz, £185 x = £200.. The latter 
addition, £15, the Dominion tax suffered, has not borne United 
Kingdom tax, and is therefore assessable under Case VI,. 
Schedule D. 

If the taxpayer is married and has otlier taxed income of £625 
his computation in the second case is as follows : — 


Dominion Income, Gross. . 

, , 

£200 

0 

a 

Other Income 


625 

0 

0 



825 

0 

0 

Lvfifi Pei-sonal Allowance . . 


150 

0 

0 

Taxable Income . . 

. . 

£675 

0 

0 

Chargeable — 





£175 @2/6 

. . 

£21 

17 

6 

500 @ 5/- . . 


125 

0 

0 



14-6 

17 

6 

( A.piirojuiate r.ite £140 178 (id — 67j — lUJ ) 





Less Dominion Tax Relief £200 

1/6 

15 

0 

a 



131 

17 

(v 

Less Tax deducted at source — 





Dominion Fncoiuc, 





£185 @ 5/- = th) 5 

0 




Other Income, £625 





iw 5/ . . = 150 5 

0 




- - 

- 

202 

10 

a 

Tax Repayable . . 


£70 

12 

6 

His claim is made up of — 





Personal Allowance £150 @ 5/- 

1’. 

£37 

10 

0 

Reduced Rate Allowance £175 @ 2/6 


21 

17 

6 


59 7 6- 

Dominion Income Tax Relief — 

£200 @1/6 . . . . = £15 0 0 

Less Tax payable thereon 
under Case VI, £15 @ 5/- 3 15 0 


11 5 0 
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§ 11. — ^Adjustment on first £175 of Taxable Income 
where excessive relief obtained. 

Where a company has obtained Dominion Income 
Tax relief, and also where a paying agent has agreed 
the relief with the Special Commissioners, the dividends 
are paid to shareholders under deduction of tax at a 
rate reduced by relief calculated with reference to the 
standard rate of United Kingdom Income Tax. This 
rate of Dominion Income Tax relief may be lower than 
tliat to winch the taxpayer is entitled, and he may, 
therefore, be able to claim additional relief by reference 
to half his personal appropriate rate. On the other 
hand, the relief may be greater than half the tax- 
payer’s appropriate rate, in which case he has obtained 
more relief than he is entitled to. A provision to 
rectify this is found in sub-section (3) of § 27 (1920), 
and § 10 (1930), to the effect that where excessive 
relief has been allowed, an adjustment shall be made 
by restricting the relief due in respect of the first 
£175 of taxable income. 

It must be remembered that where an adjustment 
arises under this heading in respect of dividends 
received from a paying agent for a Dominion company, 
the paying agent has grossed the dividend and deducted 
tax therefrom at the reduced rate. Therefore, the 
gross dividend falls to be amended by reference to the 
taxpayer’s appropriate rate, and the tax overcharged 
must be dealt with. 

Illustration. 

A taxpayer had a total income of £4.35 (gross), all taxed at 
source, including £200 Dominion dividend taxed at 2/-, rebef 
passed on as explained in the preceding paragraph (first example) 
He vras a single man. 
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Computation. 

Dominion Income . . . . . . ‘ £200 

Other do. . . . . . . 235 

435 

Less Personal allowance . . 100 

Taxable Income . . . . £335 

Chargeable — 


£175 @2/(5 .. 

. . 

£21 

17 

6 

1 60 @ 5/ - 

. . 

40 

0 

0 



61 

17 

6 

(Approprmto rate £01 17 h (U1 —335 

3 'hi ) 




Less Dominion Tax Relief — 





£200 at 1 /1 0 1 (half U K. rate ) 

IS 

H 

9 



43 

8 

9 

Less Tax suff('r(*d at source — 





£200 ® 3/- . . 

£30 0 0 




235 5/- .. 

58 15 0 




— 

8S 

15 

0 

Tax Repayalilo 

. . 

£45 

6 

3 

This would be computed as follows 

; — 




Personal Allowance — ^£1(M) 

5/- 

£25 

0 

0 

Reduced Rate Relief — 





£175 0 0 @ 2/6 





Less 12 10 0 @2/6 





£162 10 0 @ 2/6 


20 

6 

3 



£45 

6 

3 


The restriction in the reduced rate relief is calculated as 
follows . — 

Excess Dominion Relief = 2/- minus 1/10 J = l|d. in £. 

£200 @ 1 jd. == £J 11s. 3d. = 2/6 in £ on £12 lOs. Od. 

Note. — Students are advised not to worry about this method 
of giving effect to the relief as the first method is simpler and arrives 
at the same result. 


CC2 
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§ 12. — ^Dividends declared out of Profits taxed in 
more than one Dominion. 

A company controlled here, being assessed on the 
whole of its profits, frequently derives part of its income 
from Dominion sources and bears Dominion Income Tax 
thereon. Relief is applied for in the usual manner, and 
must be passed on to the shareholders by the company 
deducting tax at a reduced rate (§ 27 (5)). We have 
already seen that a shareholder may in this manner 
receive too much or too little relief, and the steps 
taken to rectify this position ; and it is hardly necessary 
to point out that such adjustments cannot arise where 
the shareholder is other than an individual, e.g., in 
the case of a limited company, where the appropriate 
rate is the standard rate of Income Tax. 

Whore the profits of a Dominion company have 
suffered tax in more than one Dominion at varying 
rates, and a shareholder in this country desires to claim 
the relief to which lie is entitled, the dividend must 
be regarded as having been jiaid proportionately out 
of the various parts of the company’s profits. In this 
manner certain parts of the dividend may not haVe 
borne Dominion tax, wliile other parts have been 
liable thereto at widely differing rates. Having ascer- 
tained the rates applicable to each part of the dividend, 
relief is calculated as if each separate part were a 
.distinct dividend to be gi'ossed at the particular rate.. 

Illustratfon . 

A. Ltd. had a total income for assessment in 1932-33 ol 
£16,000, made up of United Kin^om Income £8,000 
Dominion A. do. £^000 
do. B. do. 
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The appropriate rate of Dominion tax was found to be, in A. 
2/-. in B. 

Since A. Ltd. has an appropriate Uiuted Kingdom xatfi of 
5/-, being the standard rate, half thereof is 2/6- Belief is there- 
fore doe to the company in respect of Dominion A income at.2/r- 
and Dominion B income at^d. 

Assessment — ^£15,000 at 5/- •• .*• •• £3,760 

Less Dominion Tax Belief :■ — 

A. — £3,000 (5} 2/- . . . . £300 

B. — 4,000 2/(i . . . . 600 

800 


Net tax suffered . . 


£2,960 


The rate of tax to be deducted from dividends is therefore — 

II 2d. 

The company is bound, by § 27 (6), 1920, to P^ss on to its 
members the relief, t.c. i,!;!),, = Is 0 8d in the £. This will be 

B. d 

shown on the d ividend warrant as United Kingdom rate 5 () 

Less Dominion Tax Relief 1 OH 

Rate of Tax deducted . . 3 112 


^ Shareholders, whose appropriate rate differs from that of 
the company, must ascertain (through the Inspector of Taxes) 
what proportions of the dividend arc available for relief. 

In this case = 20% has been taxed in Dominion A. 

nnfl 4 BOO — Tl 

loOOO — j /o »> >» »» »» >> 

A shareholder in A. Ltd. had the following income for 1932-33 — , 
Dividends from A. Ltd., Net Amount . . £482 

Business profits, 1931 . . . . . - 1,200 

Interest on Loans and Mortgages . . 800 

His statutory total income for 1931-32 was £5,000. 

He is married, with three children under 16, and pays £120 
per annum premium on a life assurance policy taken out in JL9J,Q. 
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A.’s CoMPUT 

iTioji ^32-.33.. 



Business Profits 

• • ■ • • • 


£1,200 

Interest on Loans, etc. 


800 

Dividends, 
Sur-tax, 1931-32 — 

£2,000 . . . . Nil. 

482 

•• 

600 



2,600 

600 @ 1/0 . . £M 0 0 

600 @ 1/3 ..•'^1 5 0 

Deduct Allowances- 


Eamed Income 

£240 


1,000 @ 2/0 ..*100 0 0 

Personal 

150 


1,000 @ 3/0 . . 160 0 0 

Three children 

130 

620 

£306 5 0 



Add 10% 30 12 6 



£2,080 

£336 17 6 




n330 17 ft 1 / 4 1 

✓ ^ .4000 = Vn 





Chargeable — 

£175 @2/6 .. .. £21 17 6 

1,90.5 @.5/- .. .. 476 5 0 


498 2 6 

(Appropriate Rate“=£ — ^7- — — 4/9 i 


plus 'Sur-tax rate 


2080 


l/4i ‘ 

tf/U 


Ziajjf Life Assurance Relief — 
£120 @ 

Leas Domimon Tax Relief — 


£498 2 6 


re Dominion 

A on 20% of 




Dividend 

= £120 @ 2/0 . . 

£12 

0 

0 

re Dominion 

B on 26-:% of 




Dividend 

= £160 @ 3/0| 

24 

10 

0 


80 0 0 
468 2 6 


^eaa Tax deducted at source — 

V,'£800 @o/- £200 0 0 

W/ 600(a) 3/11-2 .. .. 118 0 0 


36 10 0 
431 12 6 

318 0 0 


Tax payable 


£113 12 6 
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The additional Dominion tax relief in respect of the portion 
of the dividend paid out of income from Dominion B would probably 
be adjusted in the second instalment, Case I, Schedule ,jp. The 
company has passed on rehef at 2/() on £160, the taxpayer is 
entitled to relief at 3/0 j, half his appropriate rate being less than 
the Dominion rate. 


Business Profits 

£1,200 

Deduct Allowances . . 

520 


£680 

£175 @2/6 

£21 J7 6 

505 @5/- 

126 0 


148 2 6 

Less Assurance Relief . . 

30 0 0 


£118 2 6 

1st Instalment, payable 1st January, 1933 

£88 11 11 


2nd „ „ 1st July, 

1933 .. .. .. £29 16 7 

Less Additional Dominion 
Tax Relief, £160 @ Ojd. 4 lO 0 

25 0 7 

£113 12 6 


.§ 13. — ^Dividends declared “ free of tax.” 

The principle to be adopted when dealing with 
“ tax free ” dividends from a British company, which 
has obtained relief in respect of the payment of 
Dominion Income Tax, is only slightly different from 
that involved when dealing with dividends free of 
tax at the standard rate. It is necessary to ascertain 
the reduced rate of tax the company would have 
deducted from a gross dividend, and “ gross ” the 
free of tax dividend accordingly by reference to that 
rate. (This must, not be confused with dividends 
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from companies abroad, paid through a paying agent 
here ; in that case, the net dividend will be grossed 
at the standard rate, if relief has been passed on ; 
* or at the standard rate, and the result in turn grossed 
at the dominion rate, if relief has not been passed on 
{see § 10 ante)). 

Illustration. 

A shareholder received a tax-free dividend, £255, from a British 
company, and ascertains that the company's rate of United 
Kingdom Income Tax is 3s. Od., being the standard rate of 5s. Od., 
less Dominion Income Tax relief 2s. Od. in the £. 

For the purpose of any statement of total income, tlie gross 
dividend is £300, which is ascertained by treating each 17s. Od. of 
net dividend as representing £1 of gross dividend, i.c , by adding 
three-seventeenths of the net dividend. 


§ 14. — Partnerships. 

Particular care is iieces.sary when dealing uith the 
affairs of a partnersliip, since the assessment in this 
country is the aggregate assessments of the hidividual 
partners. For the jmrpose of a Dominion Income Tax 
relief claim the assessment on the partnership must 
first be apportioned between the partners in accordance 
with the provisions of § 20 of the Income Tax Act, 1918, 
and the share of the assessment, and of the duty 
ascertained. By taking also each partner’s income 
outside the fii'm, and smr-tax where necessary, the 
appropriate rate applicable to the several partners may 
be computed, and relief claimed accordingly. 

Similar treatment may be needed in computing the 
Dominion rate, in the event of the Dominion tax being 
charged at varying rates, or after differing allowances 
to the individual partners. 



§§ 13 - 15 .] 

DOMINION INCOME TAX BELIEF. 409 

? 

J 15. — Effect of Charges on Income. 

It has been pointetl out that where there are annual 
charges, such as mortgage interest from wliicJi the 
payer deducts United Kingdom Income Tax, the annual 
sums must be kept in charge at the full rate of tax, and 
the tax deducted accounted for to the Inland 
Revenue. Where Dominion Income Tax has been 
paid, no relief is allowed on the part of the assessment 
representing the annual charges, as this would I’educe 
the taijj thereon to less than that deducted at tlie time 
of payment. 

But the decision in G.I.R.y. Dalgety <Si Go. ((1930), 
15 T.C. 216) should be noted. There, a company 
wliich was incorporated and controlled in Kiigland 
earned practically the whole of its income by trading 
operations in Australia anti New Zealand, and it 
w'as assessed in respect of these profits to both United 
Kingdom and Dominion Income Tax. Out of the 
trading profits when received in the United Kingdom 
certain debenture interest, from which the company 
had deducted United Kingdom Income Tax, was })aid. 
It was held by the House of Lords that tlie company 
was entitled to relief in respect of the whole income 
of the Dominions and was not obliged to subtract 
therefrom the amount paid in debenture intt*rcst, 
as the words “ income ” and “ ])aid ” contained in 
the relevant sections could not be construetl as meaning 
respectively “ income after deducting all charges 
made upon it ” and “ paid and ultimately borne,” 
but must be given thejr “ natural and ordinary mean- 
ing.” In practice, effect is given to this decision 
only where the facts are exactly the same as those in 
the case. 
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Where the annual charges are allowed as deductions 
in the Dominion, the sum applied in paying such 
cliarges is not eligible for relief, as no double taxation 
has been suffered thereon {Assam Baihoays and 
Trading Co. v. C.I.R. (1933), 12 T.C. 123). 

A further point arises where the taxable income 
includes income not subject to Dominion tax, or 
alternatively liable to Dominion tax at varying rates. 
In such cases, the charges are set first against income 
not liable to Dominion tax, or against income subject 
to Dominion tax at the lowest rate. 

§ 16. — Sur-Tax. 

Reference has been made previously to the inclusion 
of the sxu'-tax rate in computing the appropriate 
rate of United Kingdom Income Tax, but it must 
clearly be understood that the relief claimable is a 
relief from Income Tax (».e., the “ standard rate ” 
portion) only. Tims the first consideration must be 
whethei’ or not there is liability to United Kingdom 
Income Tax for the fiscal year for which it is wished 
to jirefer a claim, and it is only a secondary point 
whether in the same year of assessment the taxpayer is 
liable to pay sur-tax (for the preceding year) in 
respect of the ])ai'ticular source of Dominion income. 
Therefore, as a fixed rule, it may be taken that where 
there is no United Kingdom Income Tax assessment in 
■jrespect of the Dominion source, there is no title to 
relief in respect of any Dominion tax paid or payable. 

• 

§ 17. — Concession where no Dominion Tax owing 
to different basis. 

In any year where there is a Dominion profit included 
in the assessment to United Kingdom Income Tax, 
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but owing to the Dominion assessment being calculated 
by reference to a different periwl (for whicdx there may 
have been a loss) no Dominion tax is charged for the 
corresponding Dominion year of assessment, relief may 
be applied for as a concession wlicre there is a title 
in equity. If the submission is granted by the Liland 
Revenue autjiorities, the relief is generally allowed at 
the minimum flat rate of Dominion tax ])revailing for 
the period. Each case must be considered on its owix 
merits, and the authorities review the whole position 
from the first year in which Dominion Income Tax 
relief was granted in the particular case. 



18. — ^Dominion Income Tax Relief on Preference 
Dividends. 


WJiere a British comjxany has obtained Dominion 
Income Tax relief, the ap])ro])riate rate of United 
Kingdom tax is not the standard rate, but that rate 
reduced by the relief obtained. Subsection (5) of 
§ 27 provides that the'company shall deduct tax from 
dividends at the reduced rate, thus passing on the relief 
to the shareholders. 

It Avas held by the (’ourt of Appeal in fiheldrick v. 
South African Breweries, Ltd. (1923), 1 K.B. 173, 
that sub-section (.*5) of § 27*a'|)plies to all dividends, and 
not merely to dividends payable to "ordinary share- 
holders. This means, in effect, that tlie preference 
sJiareholders actually receive a higher net dividend 
than their contract entitles them to. 

The treatment of preferemie dividends received from 
a Dominion company requires special consideration in 
the light of the Board of Inland Revenue’s view that 
in the case of non-participating preference shares 
canying a fixed rate of dividend, no relief is due 
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where tlie full rate of dividend has been paid, unless 
there is a sj)ecial fleduction of Dominion Income Tax 
from the dividends. Tliis applies to a number of 
Canadian companies, and apparently it is ai'gued that 
by grossing the fixed dividend by reference to the 
company’s rate of Dominion Income Tax, and charging 
tax in the Ibnited Kingdom at the standard rate 
reduced by Dominion Income Tax relief, the share- 
holder is left in a better position than the terms of 
issue contemplated. 

Illustration. 

A Canadian company pays to a British shareholder tlie full 
dividend on his holding of non-participatuig preference shares, and 
his bankers deduct tax so that he receives £90, less tax (o' .">8. Ud. 
= £67 lOs. Od. 

Tf a claim for Bomnuon Income Tax relief were allowed, on the 
assumption that the Canadian com2)any's rate was 2h. Od. in the £, 
the gross dividend would be £90 X ir!! = £100, on which United 
Kingdom tax at 3 n. Od in the £ would be chargeable ; the net 
benefit being £85 against the previous £67 10s. Od. 

§ 19. — Non-Reciprocating Dominions. 

Where under the laws in force in any Dominion 
no provision is made for the allowance of relief from 
Dominion Income Tax in respect of the payment of 
United Kingdom Income Tax, then in assessing or 
charging Income Tax in the United Kingdom in respect 
of income assessed or charged to Income Tax in that 
Dominion a deduction shall be allowed in estimating 
income for the purjiose of United Kingdom Income Tax 
of an amount equal to the difference between the 
amount of the Dominion Income Tax paid or payable 
in respect of the income and the total amomit of the 
relief granted from the United Kingdom Income Tax 
in respect of the Dominion Income Tax for the period 
on the income of which the assessment or charge to 
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United Kingdom Income Tax is computed (§ 27 (4) 
(6), 1920). 

Difficulty is frequently encountered in applying this 
part of the legislation where the United Kingdom 
liability is based on the income of the year of assessment. 
It will be noted that the relief due, and consequently 
the addition for Dominion Income Tax, l,s reduced by 
the above proviso, cannot be ascertained unless the 
taxpayer’s 'taxable income is knowm, but that in 
arriAdng at the taxable income the deduction under 
the above proviso must be considered. 

To overcome this difficulty, a method has arisen in 
practice whereby the taxpayer’s appropriate rate can be 
computed by taking an ai)proximate allowance under 
the proviso. The amount added to the net Dominion 
income is calculated on the assumption that the relief 
obtainable is one-half of the standard rate of income, 
to which is added one-half of the effective rate of 
sur-tax (which is capable of ascertainment, being 
based on the preceding year’s income for Income Tax 
})uiposes). Where the estimated rate is greater than 
the Dominion rate, the latter rate is used instead. 

Illustration. 

A taxpayer with other income, £480, received from a noii- 
reciprocatuig Dominion net income, £2,090, which had suffered 
Dominion Income Tax at 4e. Od. in the £. For the same year his 
effective rate of sur-tax was 8d., and the standard rate of income 
tax 5s. Ud. The approximate relief is thus taken at 2s. lOd. in the 
£, and the estimated appropriatetl rate computed as follows . — 
Other Income . . . . . . . . £480 

Dominion Income (Net) . . . . . . 2,090 

2/10 

Add Tax thereon £2,090 X = 345 

17/2 


£ 2 , 91.3 

Personal Allowance . . . . . . 10(.> 


Taxable Income 


.. £ 2,815 
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Chargeable — 

£175 2/6 ill the £ .. . . £21 17 0 

2,(i4() (w, ryf- in the £ . . . . 660 0 0 

£681 17 0 

Appropnate Kate — Sur-tax, 8cl., plus Inoome Tax — 

£681 17 6 ^ 

= 4f5. lod. 

£2,815 

Total . . 5s. 6d . Half = 2a. 9d. 

Having reached this point, proceed as if the ax^propnate rate 
obtained were the true rate, using in the computation half the 
appropriate rate obtained or the Dominion rate, whichever is 
the less. The estimated rate first used is obviously never less 
than the true appropriate rate, as the maximum income tax 
rate is assumed, whereas the personal allowance must reduce the 
rate even though it may only be fractionally. The result, however, 
never operates to the disadvantage of the taxpayer, and avoids 
the more tedious method of tnal. 


Other Income 

£480 

Dominion Income (Net) .. 

2,090 


2s. 9cl. 

Add I'ax thereon £2,090 X 

= .‘J33 


17s. 3d. 


£2,903 

Less Personal Allowance 

100 

Final Taxable Income 

. . £2,803 

Chargeable — 


£176 (g 2/6 

.. £21 17 6 


2,628 @ 5/- 657 0 0 

£678 17 6 

Appropnate Rate — 


Sur>tax 


8d. 

678 17s. 6d. 

= 4s. 

lOd. 

2,803 



Total . . 

. . 5s. 

6d. 


Dominion Income Tax Relief — 

£2,423 @ 2/9 333 4. 3 3 


Tax payable .. 


. . £345 14 3 
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It is onlj^ in the early years of holding^ a source 
that the above eomj)lications normally arise, as such 
Dominion income assessed thereafter on the preceding 
year basis is “ grossed by reference to the relief 
given in the preceding year. 

Where British tax is deducted, the metJiod of 
computation is as shown in the next illustration. 

Illustration. 

For the year 1932-33 Mr. James Brown’s final appropriate 
rate of British tax (including sur-tax) was os. 6d. 

He received a cheque for £875 from Xi'aixloiK* Gold Mines, 
Limited. A copy of the dividend warrant counterfoil is shown 
below. 

The rate of South African tax borne by this company was 3s. in 
the £ in respect of the whole of its profits. 

There is no reciprocal relief ui South Africa. 

Calculate the net further Dominion Income Tax relief due to 
Mr. Brown. 


XEARDONF GOLD MINES, LIMITED. 
(Incorporated in the Union of South Africa.) 

1.5^ Aiiqust, 1932. 

Dividend No. 6 of 2s. per share less British Income Tax at the 
rate of 2s. (id. per £ on Gross Dividend on 10,000 shares. 

Amount of Warrant £875. Amount of Dividend s. d. 

declared per share . . 2 0 

Less British Income Tax 
at 2s. (id in the £ on the 
•Gross Amount of the 
Dividend, viz^ 2s. 3‘43d. 3.43 

Net Amount . . 1 8 ‘,57 

We certify that the British Income Tax deducted from this 
dividend will be paid to the proper Officer for the receipt of tax. 

A. Payer & Co., London Secretaries. 


A . — Correct Solviion. 

NEARDONE GOLD >nNES, LIMITED. 

a 

Mr. Brown’s appropriate rate of tax is os. (kl. 

Therefore half his appropriate rate of tax is 28. 9d. 
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Since South Africa is not a reciprocating Dominion, the rate 
at which the net dividend has to be “ grossed ” up is not 3s. (the 
rate of Dominion tax suffered) but only 2s 9d., the rate at which 
relief is obtainable. 

Not Dividend, £H75 X , 4 ^ . . £1,000 O’ 0 

Gloss dividend bv reference to 2s. Od.^the rate of relief allowable — 

20 ^ 

1,000 X == £1,159 8 5 

171 

Dominion Income Tax Relief due, £1,159 Ss. 5d. at 2s. 9d. £159 8 5 
Less . £l,U2 10s. Od. at 2/G (A) . .£142 10 0 

£10 12a. 5d. at OH. (B) .. 4 3 1 

140 19 I 

Net Tax repayable . . . . £12 9 4 

(A) = Relief already allowed, 10,000 X 2s. 3‘43 = £1,142 16s. Od. 

(B) = Additional amount of dhidend which has borne no tax due 

to revised grossing up. 


B, — Alfernatzve Solntion 

NKARDONE GOLDMINES, LIMITED. 

One half of Mr. llrown’s appropriate rate of British tax is 
28. 9d , which is less than the Dominion rate of tax suffered, 
vu., 3s. 

He is therefore entitled to Dominion Income Tax relief at 28. 9d. 
Net amount of dividend declared per share (after 

deduction of South African tax at 3s.) . . £1,000 0 0 

Gross by reference to rate of relief allowable (28. 9d . ) 159 8 5 

Gross Dividend 

His correct liability is — 

Gross Dividend, £1,159 Os. 5d. at 5s. . . 

Less : Dominion Income Tax relief, £1,159 8s. 5d. 
at 2s. 9d. ■■ .. ■■ ■■ 

Income tax payable . . 130 8 8 

Income tax suffered by deduction 10,000 x 3‘43d. 142 18 0 


£1,159 8 5 

£289 17 1 
159 8 5 


Repayment due . . 


« £12 9 4 
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§ 20. — Income arising in India. 

The position of Indian income has to be considered 
together with claims to Indian Income Tax refunds. 
Indian debenture interest has specific deductions for 
Indian Income Tax, bilt, generally speaking, dividends 
are i)aid free of tax. The appropriate addition must 
therefore be made in order to arrive at the gross Indian 
income. The total income so obtained fixes the tax- 
payer’s rate of Indian Income Tax, and, if less than 
Rs. 40,000, entitles him to claim a certain refund in 
India. 

For United Kingdom purposes Indian companies’ 
super-tax must be considered also, the Dominion rate 
covering super-tax and Income Tax as reduced by 
the refund allowed. In this connection it is well to 
remember that even where the Indian claim is not 
lodged the authorities in this country generally 
compute the rate of Dominion tax as if the claim had 
been submitted and allowed. Tlierofore, it behoves the 
taxpayer carefully to watcli his interests. 


Illustration. 

A taxpayer’s total income was derived from Indian industrial 
shares, and during the year to .5th April, 1932, amounted to 
Rs. U'),0(X) ^\hioh was remitted i&. Ex. 1/6, producing £1,200 
sterling. The income had suffered Indian Income Tax at 291 

The claim in India is for a refund of 11 J pies in the rupee on 
Rs. 18,S76 (Rs. 16,000 x llHi) as incomes between Rs. 15,000 
and Rs. 20,000 are subject to ]Hpie.s Income Tax. This leaves 
Indian Tax suffered at the rate of 18 pies (= Is. 10|d.) in 
respect of which relief is claimed in this country for 1932-33 on the 
following basis ; — 

DD 
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Indian Income — Rs. 18,876 @ 1/6 = £1,416 
Less Personal Allowance . . , . 100 


Taxable Income . . . , £1,316 

£175 2/6 = £21 17 6 

1,141 @5/- - 285 5 0 

Gross Duty .. £307 2 6 (Appropriate rate 4/8) 

Less Dominion 
Income Tax 
Relief £1,31 6 

@1/10J.. 123 7 6 


Net Duty .. £183 15 0 


§ 21. — ^Agreement with Irish Free State. 

As a result of the agi'eement concluded on 14th 
April, 1926, an<l the amending agreement concluded 
on 25th April, 1928, between the Governments of 
Great Britain (including Northern Ireland) and the 
Irish Free State, provision is made for reciprocal 
exemption for 1926-27 onwards (the amendments for 
1928-29 onwards) from Income Tax and Sur-taxintJie 
case of persons resident in one of the countries and 
(not in the other, and for reciprocal relief to persons 
president in both countries. This agreement was 
confirmed by § 23 — 1926, and the amending agreement 
by § 21 — 1928. Broadly speaking, the position is 
that a person resident in the Irish Free State, and 
not resident in Great Britain and Northern Ireland, 
is exempted from United Kingdom tax in respect 
of property situate and profits ai'ising in Great 
Britain and Northern Ireland. In the same manner, 
exemption from Irish Free State tax is granted in 
respect of income arising in the Irish Free State to 
a resident in Great Britain and Northern Ireland. A 
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person so exempted in one coimtry must include all 
his income arising in that country in his return for 
the purposes of taxation in the i;ountry in which he 
jis resident. 

) Tn the case of persons resident iii both t.ountries the 
_,€xem])tion does not operate, but the taxpayer is able 
'to claim relief in both countries on the doubly taxed 
Jjineouie at half the lower of the two effective rates. 

Following the usual rule, in the case of partnerships, 
each ])artner must be treated separately. It may 
be tiiat one i)artner is resident in England, another in 
the It-ee State, and the third in both. In that case, 
the first is exempt in the Free State, the second in 
■Great Britain, and tlie third is liable but gets relief 
in both. 

For the purjjoses of the agreement a com])any, 
no matter where it is incorfioratcd, is deemed to be 
(i'esident in that countiy only in wliich its business 
iOO.anaged .and controllefl. 

A conjoint offic.e has been set up at York House, 
23, Kingsway, W.(\2, to deal with matters arising, and 
to acee])t returns with a view to ascertaining the net 
tax ])ayable. 

The foUowing important modifications of the 
Income Tax Acts are incorporated in the Second 
(•Schedule, Part 11, Finance Act, 1926, lor the jmrpose 
iw giving effect to the agreements : — 

In respect of propeiiiy situate and profits or gains 
arising in the Irish Free State, the Rules of Cases IV 
and_ ,y. Schedule . D, are amended, with the result 
that income accruing to a ])erson resident in Great 
Britain and Northern Ireland from Irish hVee State 
securities and possessions, is to be assessed as 
follows : — 


DD z 
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Securities. On the full amount of the income ariaing in the 
year of aRsessment. 


Stocks, Shares and Rents. On the full amount arising in the year 
of assessment. Where land or buildings in the Irish Free State 
are occupied by a person resident in Great Britain or Northern 
Ireland, the net annual value for Schedule A in the Insh Free 
(State, and the Irish Free State Schedule B assessments are to be 
; taken as the income, otherwise the rent is the appropriate income. 


Possessions other than Stocks, Shares and Rents. On the same 
basis as that on which the income would have been computed if 
the income liad arisen in Great Britain or Northern Ireland, subject 
I to a deduction on account of any annual interest, etc., payable out 
[ of the income to a person not resident in Great Britain or Northern 
Ireland. In computing the profits of a trade, business, profession 
or vocation, an amount equal to the amount charged under Case V 
in respect of land or buildings used for the purpose of the business 
shall be allowed as a deduction. Claims must be made to the 
Commissioners of Inland Revenue. Appeals against their decision 
may be made to the Special Commissioners within twenty-one days 
of the notice of the decision being given to the taxpayer. 


A agent paying to persons in Great Britain 

and Nortlieni Ireland, dividends, etc., out of the public 
revenue of the Irish Free State or out of or in respect 
of any stocks, shares, etc., of any Irish Free State 
company, society, etc., need not deduct United 
Kingdom Income Tax, provided he furnishes to tlie 
Commissioners of Inland Revenue full details of the 
interest, dividends, etc., the name and address of each 
4payee, and the amount to which each payee is entitled. 
If the payment is one which would have come under 
Schedule C, the paying agent is entitled to the same 
remuneration as if he had deducted tax. 

The interest, dividends, etc., refeiTed to in the last 
preceding paragraph will be assessed under Case W 
or V, as the case may be. 
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The rate of relief in the case of persoijs resident 
in both countries is one-half of the person’s appro- 
priate rate of British Income Tax, or one-half of his 
appropriate rate of Irish Free State tax, whichever is 
the lower. 

The approfttiate rate of British Income Tax is found 
by dividing the amount of tax payable by him for 
that year (before deducting insurance relief or 
Dominion or Irish Fi-ce State relief) by tlie amount of 
his total statutory income for that year, and adding (if 
he is also liable to siir-tax) the rate ascertained by 
clivicling the amount of British sur-tax ])ayable for the 
same year by the total statutory income for that year. 

The apj)ro])riate rate of Irish Fi'ce State Tax is 
similarly com-juited (the Irish Fi'ce State Income Tax 
Acts being very similar to those of the United 
Kingdom). 

In the case of persons ])aying sur-tax, the relief 
is given in two paits : that in respect of Income Tax 
proper being given against Income Tax 7)roper ; that 
in respect of sur-tax being given against sur-tax. 

For purposes of reference, the Irish Free State 
rates of tax and allowances are given in Aj)pendix 
VII. 

Illustrations. 

(1 ) A. ia resident in Great Bntani only, but lias several sources 
of income in the Irish Free State. He ])ays in the Irish Free State ^ 
ground rent of £40 and mortgage interest of £90. 

A. is entitled to have his Irish Free State assessments discharged, 
and to be repaid the Income Tax deducted from his income taxed 
at source, bat must keep sutfieient in charge to cover the tax he 
deducts from the ground rent and mortgage interest. 

The whole of his Irish Free State income, less annual charges 
paid in the Irish Free State, must be entered in his British return, 
and be charged to tax in Great Britain. 
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(2) Had the words “ Great Britain and “ Irish Free State ” 
been reversed throughout in the above example, it would be 
equally accurate. 

(3) B., domiciled in Great Britain, but resident both in that 
country and in the Irish Free State, had the following income ■ — 

House property in Dublin, let at £200, assessed to Irish 
Free State, Schedule A, at £160 net. 

House property in London, let at £400, assessed under 
Schedule A, at £420 net. 

Dividends from English companies £500. 

Interest on 5% War Loan, 1932-3.3, £1,000. 

House 111 London, occupied under a lease, assessed under 
Schedule A, at £80, ground rent £20. 

Share of jirofits from sleeping partnership in Germany, 
1931-32, £1,000, of winch £600 was remitted to London 

Director's Fees from English company, year ended 31st 
March, 1932, £600, increasing by £100 ])er annum. 

B. IS married and pays to Enghsh Insurance Companies £40 
per annum in life assurance premiums on policies taken out in 
1929. He has three children under 16. 


Computations, 1932-33. 



a J{. 

£20(r 


r K s 

Dublin Propcit>— Kent 

London ITousp Propcifcj- HpiU beins? 
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London DAVoIliniz House— X A V. . 

£«0 

NAY . tSO 
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Taxable Income 
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CharKPable — 
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Notes. 

(1) The appropriate rate of' relief is half the Irish Free State 
rate of Income ’J'ax sur-tax, since this is Aess than the British 
rat(*. The relief is given in two portions as shown. 

(2) The Case V assessments -on should be noted. 

(3) Since B. is not domiciled in the Irish Free State, he pays 
only on remittances in respect of the German firm. Had he been 
domiciled in the Irish Free State he would have been assessed on 
the income arising in the preceding year. The ] rish law does not 
follow the British in this respect. 

(4) The income from Germany is not doubly taxed. 
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§ 22. — Profits from the Business of Shipping, etc. 

Reference has been made in the early part of tliis 
chapter to the deduction allowed in respect of tax paid 
in a foreign country, but following the war years of 
1914 — 1918 the high foreign taxes have operated ex- 
tremely harshly on businesses rairying on ojierations in 
two or more countries. /Shipping concerns were in a 
most unenviable iiosition until § 18 of the Finance 
Act, 1923, afforded them certain relief in respect of 
foreign taxation.' The section iffovided that — 

“ if His Majesty in Council is pleased to declare — 

(а) that any profits or gains arising from the business of 
shipping which arc chargeable to British Income Tax 
are also chargeable to Income Tax under the law m force 
in any foreign state , and 

(б) that arrangements, as sijecified in the declaration have 
been made with the Goveninient of that foreign state 
with a view to the granting of relief in cases where such 
profits and gains are chargeable to both Bntish Income 
Tax and Income Tax payable in the foreign state , 

then unless, and until the declaiation is revoked by His Majesty 
in Council the arrangements speefied therein shall, so far as they 
relate to the relief to be granted from British Income Tax, have 
effect as if enacted in this Act, but only if and so long as the arrange- 
ments, BO far as they relate to the relief to be granted from the 
Income Tax in the foreign state, have the effect of law in the 
foreign state. (This section was extended by § Jl, Finance A<*,t, 
1931, to include profits from the business of air transport) ’’ 

The Government of the United Staten^f America was 
the first to make reciprocal airangements cotn])lying 
with the provisions of § 18 — 1923, similar relief having 
been afforded by the Revenue Act, 1921. Accordingly, 
,His Majesty made a declaration in November, 1924, 
! exempting from 1st May, 1923, Ameiican citizens and 
•corporations carrying on the business of shiiijung in 
(ithis country with American sliips. As part of the 
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agreement, the American Gov^emment in i^eturn ex- 
empted British ship]^ing businesses from United States 
tax in a similar degree. Further declarations followed 
later with regard to Norway,"' Sweden, Denmark, 
Finland, the Netherlands, Germany; Iceland, CJrecce, 
Japan' and Canada*'. 

So far, it will be noted, the legislation referred only, 
to Foreign Powers, and it was left to § 31 of the 
Finance Act, 1924, to extend tlie sc()[)c of tliese 
provisions to British Dominions, including llritisli 
protectorates and mandated tenitories. 

The way has been o])ened by § 17, Finance Ac t, 
1930, for the conclusion of further reciprocal agree- 
ments in respect of agencies. Tin’s scH'tion reads ~ 

17. — (1) Subject to the provisions of this section if His 
Majesty in Council is pleased to declare — 

(a) that any profits or gains ansing directly or in- 
directly to a jierson resident in any foreign state or in any 
part of His Majesty’s dominions outside the United Kingdom 
through an agency in the United Kingdom or to a person 
resident in the United Kingdom through an agency in any 
foreign state or in any jiart of His Majesty’s dominions outside 
the United Kingdom are chargeable both to TTnitcnl Kingdom 
Income 1’ax and to Income Tax payable under the law in force 
in that foreign state or that part of His Majesty's dominions ; 
and 

(b) that arrangements as specified in the declaration 
have been made with the Government concerned with a view 
to the granting of relief from such double tax-iition, 

then, unless and until the declaration is revoked b\' II is Majesty 
in Council, the arrangements specified therein shall, so far as they 
relate to the relief to be granted from United Kingdom Income 1’ax, 
have effect as if enacted in this Act, but only if and so long as the 
arrangements, so far as they relate to the relief to be granted from 
the Income Tax payable in the foreign state or in the part of His 
Majesty’s dominions, have the effect of law in the foreign state or 
the part of His Majesty’s dominions • 

Provided that no arrangements made under this section shall 
exempt from United Kingdom Income ’Fax any profits or gains 
which either — 
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(i ) arise from the sale of goods from a stock in the United 
Kingdom ; or 

(ii) accrue to a person resident in the United Kingdom ; or 

(iii ) accrue to a person not resident in the United Kingdom 
directly or indirectly through any branch or management in 
the United Kingdom or through any agency in the United 
Kingdom where the ag('nt has and habitually exercises a general 
authority to negotiate and conclude contracts. 

(2) Any declaration made by His Majesty in Council under 
this section shall be laid before the Commons House of Parliament 
as soon as may be after it is made and, if an address is iiresented 
to His ^Majesty by that House within twenty-one days on which 
that House has sat next after the declaration is laid before it, 
praying that tlie declaration may be revoked. His Majesty in 
Council may revoke the fleclaration and the arrangements specified 
in the declaration shall tliereu|)on cease to have effect, but without 
prejudice to the validity of anything previously done thereunder 
or to the making of a new declaration. 

(Jl) The obligation as to secrecy imposed by any enactment 
uith regard to Income 'Fax shall not prevent the disclosure to any 
authorised ollieer of the foreign state or part of His Majesty's 
dominions mentioned in the declaration of such facts as may be 
necessary to enable relief to be duly given in accortlance with the 
arrang(*mentH specified in the deelaration. 

(4) In this section the expression '' His Majesty’s dominions ” 
includes any territory which is under His Majesty's protection or in 
respect of uhicli a mandate* on behalf of the League of Nations 
has been accepted by His Majesty and is being exercised by the 
Government of some part of His Map'sty's dominions. 

All agreement under § 17 — 1930, has been concluded 
with Sweden and Switzerland. 

An agreement has been c-oncluded between the 
United Kingdom and the Isle of Man whereby profits 
of branches of businesses established in the United 
Kingdom carrying on business in the Island are 
assessable only in the Island. 
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MISCELLANEOUS. 

§ 1 — Casual Profits. 

The (juestion ns to whether or not isolated profits, 
including s])eculation profits, are. assessable to Income 
Tax is a matter of soiue difficulty, since practical 
experience shows tJiat in certain eases they are not 
assessable, whereas in others they are assessable. Tt 
is impossible, therefore, to lay dowm any hard and 
fast rules, but eacli case will be determined by the 
Commissioners as a question of fact, according to the 
particular circumstances. 

If it can be shonn that a profit arising out of a 
transaction of ])urchase and sale is a casual one, 
Jnot derived in the course of I’egular business this should 
i,ljot be assessable to tax. On tJie other hand, if the 
iprocess is ivpeated sufficiently often to suggest that 
ithc ])crson cmuccrned is caiT^ung on a business with 
a view to lu’ofit, then the C'ommissionei’s will demand 
that Income Tax should be paid thereon, even although 
the })rofit may be only of a temporary character. 

An ordinary member of the public who occasionally 
indulges in Stock Exchange speculation is not expected 
to include speculation profits in his retmn, and is not 
allowed to deduct speculation losses. If, however, 
his dealings are fairly continuous; he may be regarded 
as an operator, and assessed accordingly. Whether 
an operation constitutes the carrying on of a business 
or simply the realisation of a capital asset is a question 
which depends on the facts in each case ; the authorities 
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{i.e., decided cases), are mere illustrations of the 
general principle {Spiers a- Son v. Ogden (1932), 17 T.C. 
at j). 125). 

In the case of an isolated transaction of purchase 
and resale there is no middle course open ; it is either 
an adventure in the nature of trade, or else simply 
a (‘ase of sale and resale of property {Leeniingv. Jones 
(1929), 15 T.C. at p. 354). 

It was held in Pearn v. Miller (1927), 11 T.C. 610, 
followed by Jones v. Leeming (1930), 15 T.C. 333, 
that tlic difference between the cost price and the 
selling price of goods or property can only be taxed if 
the purchase and sale was a trade or adventure, or 
jeoneem in the nature of trade, i.e., it cannot be taxed 
jundei' C'ase VI. Whether a trade is being carried on 
is a question of fact. - If the receipt is in the nature 
of a trade it is assessable untler Case T, if not, then it 
will only be assessable under Case VI if it is an “* annual” 
profit. The word “ annual ” is construed by the 
Couits to mean any jjrofits whicli belong to the year 
of assessment, even though of a non-recumng nature. 

Where a company Ft)RMEi> for hie purpose, infer 
alia, of acquiring and reselling mining property, 
after purchasing and working various i)roperty, resold 
the whole to a second company, receiving ])ayment 
in fully paid shares in the latter company, it was held 
that the difference between the purchase price and 
the value of the shares for which the property was 
exchanged was a profit assessable to Income Tax 
{Californian Copper Syndicate v. Harris (1904), 5 T.C. 
159). 

If a casual receipt can be regarded as remuneration 
for services rendered, there is a clear case for assess- 
ment under Case II of Schedule D, and it is not 
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necessary for there to be any repetition of the 
transaction in order to establish liability. It should 
i[be remembered, however, that whilst Case VI of 
.(Schedule D gives very wide powers of assessment to 
^k;hc Revenue Authorities, if a taxpayer suffers a loss 
in connection with a transaction, which, if it had 
resulted in a profit would have been liable to assessment 
under Case VI, he may claim to sot off such loss against 
any profit or gain on which he is assessed under that 
Case, and if sucli ^u-ofits are insufficient to enable the 
full loss to be set off, the balance of the loss may be 
carried forward and set off against any profits assess- 
able under Case VI for any of the six succeeding 
years (§ 27 — 1927). The loss could not, however, be 
set off against ])rofits assessed under any other (''ase 
or Schedule. 

Commission received by directors for guaranteeing 
a bank overdraft of a company {Ryall v. Honre, 
Jij/all V. Honeyu'ill, (1923), 8 T.C. 521 ; 2 K. B. 447), 
a bonus to a guarantor for guaranteeing a bank over- 
<lraft {Sherwiii v. Barnes (1931), 16 T.('. 278); 
an isolated underwTitiug transaction {Lyons v. 
Conrher (1926), 10 T.C. 438); and a fee for writing 
memoirs in a newspaper {Ilooley v. Bkuhn (1926), 
€ A.T.C. 751 ), have been held to be “ annual profits ” 
;! assessable under Case VI. 

§2. — Liquidator’s Liability for Income Tax. 

>, If a liquidator distributes the assets of a company 
without paying any Income Tax due, he rendei's him- 
self personally liable to pay the tax, since he will be 
deemed to have misapplied the assets {In re Watch- 
makers' Alliance and Ernest Good’s Stores, Ltd. (1905), 
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5 Tax Cas. 117 ; re Neiv Zealand Joint Stock Corpora- 
tion (1907), 23 T.L.R. 238). 

A liquidator is responsible for tJie due ])aynieiit of 
any sur-tax payable by tlie com{)any in res])ect of 
undistributed profits, and for complying Avitii any 
yiotice requiring particulars of undistributed income 
<§ 21—1922, and § 31—1927). 

Jn a winding-up, sums ])ayablo to ])refereiic(> share- 
holders in respect of aiTears of dividend are. not subject 
to taxation by deduction or otherwise, being a. share 
in the assets distributed as cajntal (re Dominion Tar 
and Chemical Co. (1929), 2 Ch. 387). 

• ' By the (’ompanies Act, 1929, tlu‘ Cnmn is a ])re- 
ferential creditor for one year’s assessed tax u]) to 
the 5th April preceding the eommencemenl of the 
A\iuding-uj) or the ai)pointment of a receiver. The 
as.sessnient may actually be made after tiu' 5th April 
in renpect o/thc year u}) to that date, but uiU never- 
theless be within the preferential ciass {(loirerfi v. 
Walker (1929), 15 T.C. 105). By the Bankruptcy 
Act, 1914, a similar ju-eferqnce is given in bankru|)tcy, 
5th April ])rior to the date of the receiving order being 
the relevant date. In both cases, where several 
years’ taxes are unpaid, the Crown is entitled to elect 
the largest year’s liability ais preferential {re Cochell, 
Jackson v. ^Attorney-General (1932), 16 T.C. 681). 

The Bankruptcy Regulations agreed between the 
Board of Trade and the Inland Revenue are rejirodnced 
in Appendix VI. 

§ 3. — ^Discount on Income Tax paid in Advance. 

Where a taxpayer pa_>s his Income Tax charged 
under Schedule D prior to the date when it becomes 
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legally due, he can, under § 159, claim a discount at 
the rate of 2^ per cent, per annum on the amount 
7 )aid, yjrovided such amount corresponds with the 
assessment. 

§ 4. — Income of Clergymen or Ministers of 
Religion. 

A clergyman oi’ a minister of any religious denomi- 
nation is assessed under Schedule E in respect of 
profits, fees or emoluments of liis ^irofession or vocation, 
but any sum or sums ])aid as expenses incurred by 
him wholly, ex(;liisively, and necessarily in the per- 
formance of his duty may be deducted. 

FTe may deduct the expenses of visiting members 
of his congi'egation ; expenses of attending church 
meetings, where such attendance is 2 )art of the duty 
enjoined on him by his superiors ; stationery ; C'om- 
munion expenses ; and the actual out-of-pocket 
ex})euscs of providing a locum teuens during incapaci- 
tating illness (but not during holiday). 

He may also claim an allowance in respect of such 
jjail of the rent of his house as represents the ])ortion 
thereof used mainly arul substantially for the puirpose 
of his duty or function of office, not exceeding one- 
eighth, as the Commissioners may allow (Rule 2, 
General Rules). 

Where rent is not ])aid, he is deemed to pay a 
rent equal to the annual value of the house, a.s 
assessed to Income Tax under (Schedule A (Rule 2, 
General Rules). 

Easter offerings are regarded as profits accruing 
by reason of office, and are assessable to Income Tax 
under Schedule E when of a voluntary character, 
because a rector or vicar has as such a right, at least 
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in theory, to have sueli offerings (Blakeston v. Cooper 
(1909), A.C. 104). When these offerings are of the 
nature of ecclesiastical clues they are assessable under 
Schedule A. Where a curate receives Wliitsuntide 
offerings expressl5’- solicited as a reward for Ms 
“ devoted and earnest ministry,” i.e., in respect of his 
work done, he is assessable thereon {Slaney v. iitarTcey 
(1931), l« T.C. 4.5). 

^^’here part of the emoluments of office consist of 
the use of a house dui'ing the term of office, the tax 
under Schedule A thereon falling upon the minister 
himself, the income represented by the Schedule A 
assessment will be treated as earned (§ 14 (3)). 

WhcTc a clergyman or minister of any religious 
denomination occni])ics a (hvelling-liouse rent, free by 
viidue of his office, in such eirciu instances that the 
annual value of the liouse does not fall to be regarded 
as jiai-t of his income^, he shall be entitled, on giving 
notice to the lns])eetor, not later than 30th September 
in any year, or where oecujiation commenced after 
301 h .June, before the expiration of tliree montlis from 
the date of the commencemcint of such occupation, 
to require that the annual value of such house, after 
deducting therefrom the amount of apy annual sum 
]jaya.blc in respect of such liouse, shall, for all purposes 
of Income Tax for that year, be treated as earned 
income of such clergyman or minister (Finance Act, 
1919, §22). 

The expenses of removal of a curate from one ]ilace 
to another are not an admissible deduction from the 
Schedule E assessment {Freidson v. Glyn-Thomas 
(1922), 8 T.C. 302), nor will deduction be iiermitted 
for charitable subscriptions, entertaining, books, or 
rates, heating, etc., of residence. 


E E 
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§ 5. — Scholarships. 

Income arising from a scholai’ship held by a person 
receiving full time instruction at a university, college, 
school, etc., is exempt from Income Tax and sur-tax 
(§ 28—1920). 

§ 6. — Superannuation Funds. 

The provisions regardingthe exemption from Income 
Tax of the income of a superannuation fund, and of 
sums paid to such fund by an employer or by an 
employed person- are very lengthy, and are set out 
in § 32, Finance Act, 1921 ; § 31, Finance Act, 1922, 
and § 19, Finance Act, 1930. 

The following is a summary thereof : — 

Subject to the following provisions and to any 
regulations made thereunder, exemption from income 
is allowed in res])oct of income derived from invest- 
ments or deposits of a superannuation fund, and 
any sum ])aid by an employer or employed person by 
way of contribution towards a superannuation fmid 
is, in computing profits or gains for the purpose of an 
assessineiit to Income Tax under t'ase I or Case II, 
Schedule D or under Schedule E, allowed to be deducted 
as an expense incurred in the year in which the sum is 
paid : 

But — 

(a) no allowance is made in respect of any 
contribution by an employed person which is not 
an ordinary annual contribution, and where a 
contribution by an employer is not an ordinary 
annual contribution, it must be treated as the 
Commissioners may direct, either as an expense 
incurred in the year in wliich the sum is paid 
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or as an expense to be sprea<l over such period 
of years as the Commissioners think proper ; and 

(6) no allowance is made in respect of any 
7)ayments in respect of wliich Life Assurance 
Relief can be given under § 32, Income Tax Act, 
1918. 

Income Tax chargeable in respect of an annuity 
paid out of a superannuation fund to a person residing 
in the United Kingdom is, if the Commissioners so 
direct, assessed and charged on the annuitant under 
'(?asc VI, Schedule D, instead of being deducted and 
a(!COunted for under Rule 21, General Rules, and tax 
is computed on the full amount of the annuity arishig 
in the year of assessment. 

For the pur{)oses of this section, the expression 
“ superannuation fund ” means, unless the context 
otherwise requires, a fund A\’hich is a])proved for 
those puri)oscs by the Commissioners, and the (.dm- 
missioners must not approve any fund unless it is 
.showi to their satisfaction that — 

(а) the fund is a fund hand fide established 
under in-evocable trusts In connection with some 
trade or undertaking carried on in the United 
Kingdom by a person residing therein ; 

(б) the fund has for its sole purpose the 
provision of anniiities for all or any of the following 
persons in the events respectively specified, i.e., 
forepersons employetl in the trade or undertaking 

I, -either on retirement , at a specified age or on 
becoming incapacitated at some earher age, or 
for the widows, children or dependents of persons 
who are or have been so employed, on the death 
of those persons (§ 19 — 1930) ; 


EE2 
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(c) the employer in the trade or undertaking 
is a contributor to the fund ; 

(d) tlic fund is recognised by the employer 
and employed ])ersous in the trade or undertaking. 
The Commissioners may, if tJiey think fit, and 

subject to such conditions, if any, as they tliink pro])er 
to attach to the a])})roval, ap])rove a fund, or any 
part of a fund, as a superannuation fund for the 
purjioses of tJiis section. 

(i) notwithstanding tliat the rules of the 
fund })rovi(le for the return in certain contingencies 
of contributions paid to the fund ; or 

(ii) if the main purpose of the fund is the 
provision of such annuities as aforesaid, not- 
wnthstanditig that such iwovision is not its sole 
])ur])Ose ; or 

(iii) notwithstanding that the trade or under- 
taking in connection w^ith which the fund is 
established is carried on oidy ])artJy in the United 
Kingdom and by a ]H‘rson not residing therein. 

The Commissioners may make regulations 
generally for the ])ur])ose of carr>ing tliis section into 
effect and, in particular, without prejudice to the 
generality of the foregoing provision, may by such 
regulations — 

(a) ])rovido for the charging of and accounting 
for tax in res])ect of contributions (including 
interest) repaid to a contributor to a 8upe?aimua- 
tion fund, and on lump sums paid in commutation 
• of or in lieu of annuities payable out of a super- 
annuation fund as if any sums so repaid or paid 
were income of the year in which they are repaid 
or paid ; 
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(6) require the trustees or other persons 
having the management of a superannuation 
fund, or an employer whose employees contribute 
to a superannuation funrl, to deliver to the 
Commissioners such information and 7 )articulars 
as the Commissioners may leasonably require for 
the jmrpose of this section ; 

(c) prescribe the manner in which tlie claims 
for relief under this section are tf) be made and 
approved, and in which ap])lications for the 
ap])roval of a superannuation fund are to be made ; 

(d) provide for the witJidrawal of approval in 
tlie ease of a fund which ceases to satisfy tJie 
1 ‘eq uireme'iits of tliis seidion ; 

(e) provide for determining wliat contribu- 
tions to a superainiuation fund ai‘(^ to be treated 
as ordinary annual contributicnis for tlie pur|)oses 
of this section. 

The Commissioners above mentioned are tlxe 
Commissioners of Inland Revenue, and not the General 
or S])ecial (.Commissioners (§ 32 — 1921). 

Where, in pursuance of any ])ublie general Act of 
Parliament, superannuation allowance's or gi’atuities 
are payable to individuals })oIding an„ofH(;e or em])loy- 
ment on their retirement or to tlieir legal personal 
re])resentative on their deatli, and sucli individuals 
are by* any such Act inquired to make contributions 
towards the ex])enses of ])roviding the allowances 
and gratuities, the sxims so contributed by any such 
individual for any year may be deducted from the 
amount of liis emoluments to be assessed to income 
tax for that year : 
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Pi’ovided that, wliere any such sums are to be 
repaid to any individual mider the autliority of any 
such Act as aforesakl, tlie person by or tlirougli whom 
the sums are to be repaid must deduct from those 
sums an amount equal to the total amount of the 
Income Tax wliich would have been ])aid in respect 
of those sums if they had not been allowed as deduc- 
tions under the authority of tliis section, and if those 
sums are repaid witli any interest thereon must also 
deduct therefrom an amount equal to the total amount 
of the Income Tax which would have been ■[)aid in 
respect of tliat interest it it had actually been paid 
to the individual in the several j'cars in respect of 
which it is paid, an<l tJie ])rovisions of Rule 21 (2), 
General Rules, apply in regard to the ac.coimting tor 
and I’ecovery ot the amounts so deducted. 

Any ])ers()n having the (tustody of the boolcs contain- 
ing tlie assessments to Income Tax on any individual 
for the several years in respect of which sums are 
repayable to him a.s aforesaitl, jnust, notu'itJistanding 
anything contained in any declaration made by tJie 
person in pursuance of section eigJity-nine of the 
Income Tax A(!t, 1918, on application by the person 
by or through wliom the sums are re])ayable, furnish 
to him such particulars as may be necessary to enable 
him to compute tlie ap])ro])riate amount of income 
tax to be deducted and paid over by him as aforesaid 
(§ 31—1922). 

Regulations made under § 32 — 1 921, are contained 
in S.R. & O., No. 1699, 1921. Under these rules, 
application for the a])proval of any fund or })art 
of a fund must be made in VTiting before the end of 
the year of assessment by the trustees of the fund 
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to the Inspector for the district in which the office 
of the fund is situated or the fund administered, and 
must be supported by a copy of the instrument under 
wiiich the fund is established and two copies of the 
rules and of the last accounts, and such other infor- 
mation as the Commissioners may reasonably require. 

Any subsequent alterations in the rules, con- 
stitution, objects or conditions of the fund must 
be notified forthvith to the Inspector ; in default 
of such notification, the approval niaj’' be deemed 
to have been withdrawn at the date for which the 
alteration had effect. 

The C^ommissi oners may withdraw their approval 
on giving notice to the trustees. They may approve 
subject to conditions. 

The ex})ression “ ordinary annual contribution ” 
means an annual contribution of a fixed amount 
or an annual contribution calculated on some definite 
basis by reference to the earnings, contributions, 
or numbers of the members of the fund. 

The amount of the om-|)loyer’s contribution which 
may be deducted as an expense in tlie case of a local 
authority, which is assessable to Income Tax in respect 
of the profits of a trade, is such yjortion of tlie 
authority’s total contribution as is made in respect 
of the ])er8ons em])loyed in such trade, find in the ca.se 
of any other employer must not exceed the amount 
contributed by him in respect of the i)ersons employed 
by him in the traile in res])ect of the profits of which 
he is assessable to United Kingdom Income Tax. 

Where contributions (including any interest thereon) 
arc repaid to the employer, the trustees must deduct 
tax therefrom at the rate in force for the vear in which 
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the repayment is made. Such a repayment forms ])ai't 
of the recipient’s total statutory income for that year. 
The tax so deducted is a debt due from tlie trustees 
to tlie Ci’own and recoverable from them in the same 
way as money in the hands of any person for stamp 
duty under § 2, Act of 54 and 55 Victoria, c. 38. 

Where contributions (including interest, if any) 
are repaid to an employee during his lifetime, or where 
a luni]) sum is jiaid in commutation of oi" in lieu of an 
annuity. Income Tax thereon must, excej)t in the case 
of an employee whose employment was carried on 
abroad (and in the case of a person who is a widow, 
child or dc])cndent of an employed person wliose 
employment was carried on abroad), be i)aid by the 
trustees at the rate of one-fourth (prioi- to l!»31-32, 
one-third) of the standard rate for the year in which 
the repayment or payment is made. 

Where annuities are ])aid to non-residents, tax must 
be deducted and accounte«l for under Iluie 21, Cieiu'ral 
Rides, excejit ivhere the employment was carrii'd 
on abroad. 

The trustees or other ])ej‘sons managing the fund, 
and an enijdoyer Avho contributes to a fund must, 
within 14 days of receiving a notice requiring thmii, 
furnish to the Tns^iector— - 

(a) a return containing such particulars of 
contributions as the notice may require ; 

(b) a return of the name and residence of 
every annuitant ; the amount of the annuity ; 
particulars of contributions (and interest thereon, 
if any) returned to employer or employee, and of 
sums paid in commutation or in lieu of annuities. 
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(c) a copy of the last accounts of the fund 
and such other information and particulars as the 
(Jommissioners may reasonably require. 

Where an employer deducts from tlie emoluments 
paid to an enqiloyee or ])ays on liis behalf any con- 
tribution of that cm-|)loyec to the fund, details of 
the deduction or ]>aymeut must be included in tlie 
Employer’s Return of Wages and Salaries under § lOo. 

The trustees can claim relief in res])cct of income 
from investments or (kqmsils of the fund, and any 
tax for M'hieh they arc* requii‘C‘tl to acc^ount may be 
set off in the settlement of such claim. 

If the fund or ])art of a fund ceases to be an approved 
fund, the. trustees remain liable to account for tax 
on sums re])aid, or ])aid in commutation of annuiti<‘s, 
in sofai‘ as the sum so ])aid is in res])oct of contributions 
made before the fund ci'ased to be an a])])rovt*(l fund. 


§ 7. — War Pensions. 

Income from wounds and disability ])ensions is 
exempted from Income Tax (including sur-tax) (§ IG — 
1919) ; also allowances to war widows in ]‘cs])cct of 
children (§ 27 — 1922). No cxcnqition is given in 
resjicct of pensions payalile to war widows in tlunr 
own riyht. 


§ 8. — Uncompleted Contracts. 

In businesses whore uncompleted contracts art* a 
feature of trading, e.gr., builders, hire purchase traders, 
credit drapers, etc., the taxjiaycr and the Inspector 
of Taxes do not always see “ eye to eye ” regarding 
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the nietlxod of evaluating the outstanding portions 
of contracts. Eacli case must be treated on its o\»ti 
merits, but, in general terms, if the accounting system 
follows proper princiides, there should be little 
difficulty in convincing the Inspector of tlie fairness 
of the method adopted. In hire purchase transactions, 
tlie nature of the articles sold normally determines 
the method of accounting. Any good treatise on 
Book-keeping and Accounts can be consulted on this 
point. 

The credit drapers Jiave come to an agreement 
with the Inland Revenue Authorities as to the metliod 
of evalulating the outstanding debts. A copy of the 
agi'eement can be obtained from the Inspector of Taxes 
who deals with the case in which any I’eader may lie 
intei’ested. 

It is only where the taxpayer seeks to make a 
general percentage reserve for uneom})leted contracts 
that serious disputes must inevitably and rightly arise. 


, § 9. — Remuneration paid “free of tax.” 

In many instances the Articles of Association, 
resolutions of shareholders, or specific agi'eements 
enable the directors to draw their remmxerabion free 
of tax. Many large corjiorations pay the salaries of 
their staff under a similar agreement, (jn such cases, 
the remuneration liable to tax is the gross sum arrived 
at by adding to [the act^l amount paid to the director 
' or employee in the yea^jthe amount of tax paid to the 
Inland Revenue Authorities in the same year in 
respect of his remunerationO 
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In the first two or tliree years, the computation of 
the tax may be somewhat involved, but tltereafter 
it is jierfectly straightforward, since tax is ])ayable 
upon the previous year’s remuneratioiL 

The question as to the teeatment of allowances 
is purely one of agreement between employer and 
employee. In some cases the employer may take 
tlie benefit of the allowances, in f)ther cases tJie 
em])loyoc, whilst sometimes tin* allowances will be 
a]iportioned between tJiem. 

The scheme most usually ado])ted is to trctat tlie 
individual as a single man, and for tiie em])loj’^er to 
take the benefit of liis allowances as such, leaving him 
jto reclaim tax on any ad<litional allowances to which 
,'he may bo entitled. 

Illustration. 

On Ist August, 1930, A. was elected a director of A. B Ltd. 
Oiider the terms of his appointment, his fees were payable “ free 
of tax," his allowances being taken by the company to the extent 
that they would apply to a single man. A. was married with tw'o 
children under 16. His fees were as follows . — 

1st August, 1930, to .'ith April, 1931 . . £600 

Year ending 5th April, 1932 . . . . £1,200 

The assessments under Schedule E would be : — ^ 

1930- 31 £600 plus the tax paid by the company Iot 1929-30. 

1931- 32 £1,200 do. do. ^ 1930-31. 

1932- 33 £1,200 (being the preceding year’s In^i^e) plus the 

Tax paid by the company ^j*^9^-31 (the 
preceding year). 

It is apparent therefore that only for the first two assessments 
is it necessary to compute the tax on the income for the year of 
assessment, thereafter (unless a claim for reduction to the actual 
income arises in 1932-33) the preceding year’s tax is adopted. 
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Computations. 


Let the tax payable by the Company = T. 



1930-31. 


1931-32. 

Actual amount paid 

£600 


£1,200 

.4rff/Tax.. 

T 


T 


600-+-T 


£1,200+T 

hi duct Allowances — 




Earned Income /.(GOO+T) 

! (1,200 + T) 

Peraonal 

135 


100 

“ - 

- -235+1 


;]40 + !;r 

Taxable Income 

£365+ ;;'r 


isgo+;t 

( hargeable — 




£25(1 2/- . . 

. . £25 0 0 

£175 @ 2/6 

. I2l 17 G 

;:T+£11.)@4/G.. ;;,X 

■;T+25 17 6 

£685+ [T(^ 5/-.. 1 

|x;T-h171 5 0 


„T+£50 17 6 

T: 

= !,TJ-t'103’ 2 6 

•• 24(IT 4.')T + 1 

12210. 

.-. 5T = T + £065 

12 0 

HI.")! 12210. 


.-. 4T = £965 12 C 


.•. T = £62 614 

= £62 12 3 

.-. T = 

i:2U S 2 

A. can claim repayment on : — 



Balance of Personal £ s d. 


£ s. d. 

Allowance tOO @ 4/() 20 5 0 

£50 («; 5/- 

.. 12 10 0 


Children Allowance — 

*£78 @4/»i ■= tl7 11 (I 
£32 in' 2/- =- 3 4 (I 

20 1 .') 0 £!)0 (^r>j .. .. 22 10 0 

£41 0 0 £:{.5 0 0 


"The mhicecl late only eiiii he claimeil on 02, since the taxable income ib l■ulv i;218, 
as follows • — 

Total Incoino J.6G3 

E.I A. . illO 

E A 225 

CA . IIU 

445 

t218 

He lias had reduced rate relief from £250 but is only entitled to it on l 21S, i.c., he 
can roclaim on £32 at 2,-, the rate at which he has paid. 
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1!)32-3:L 

Actual amount paid to A. in prorious year ^ . . £1 ,200 

Amount of tax paid for A. „ „ „ i/' 241 



1,441 

Df (lu ct All owances — 


Earned Income 

. . £2SS 

Personal .... 

KM! 


3SS 


£1,053 

Chargeable— 


£17r)r^2/6 .. .. . 

£21 17 6 

£S7S (fi^ “)/ . . ... 

219 10 0 

Tax payable by company 

£241 7 f) 


A can claim repayment as in 1931-32. 

For the assessmenl for 1933-34, the tax paul m respect of 1932-33, 
£241, will he added to the fees paid to A m 1932-33. 


§ 10 — ^Alimony. 

Wlierc alimony is paid by a Imsband under a deed 
of sejiaration, he should deduct tax as from an annual 
payment, even if the payments are made weekly. 
But where the ])ayment is under an order of Court, 
tax may be deducted only where the order so provides. 
It would appear to be the practice of the Divorce 
Court to order maintenance to be paid out of 
the husband’s income after all tax has been deducted, 
in wliieh case tax cannot be deducted from the 
maintenance payments {/see Dayrell-Steynhig v. 
DayreU- Steyning ( 1922), 35 T.L.R. 898). The alimony 
is treated as a charge in arriving at the husband’s 
statutory income, and tax must be kept in charge 
thereon unless both husband and wife are exempt. 
Although the alimony is regarded as taxed income 
of the wife, she cannot reclaim tax thereon. 
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AVhere the payment is made in full under an order of 
Court, the Inland Revenue Authorities, by concession, 
allow the husband to claim any unexhausted allowances 
of liis wife. 

Illustration of Concession. 

A. has a total income of £1,200, of which £900 is earned. He 
pays £350 alimony to his former wife, under order of Court, which 
directed payment to ho made in full. She has £80 per annum income 
in her own right. 


Wife's assessahle income 

, . 

£80 

Personal Allowance 


KM) 

Taxal)le Income 

. . 

Nil 

Wife reclaims tax on £S0 (a* 5/- = 

£20. 


Husband’s Statutory Income 


£1,200 

Lcft,s Alimony . . 


350 

Dfduct Allowances — 

Kariiod Income Ith of -ESSO — 

£170 

850 

Personal 

loo 


Balance of Wife's Personal . . 

20 



— 

290 


£5(iU 


£175 2 (i 

Wife's Rcfliiced Rate — £175 Cw 2/0 
£210 

I'ax payable 

It should be noted that the above method of 
applying the concession is not universally adopted, 
and the facts of each case should be placed before 
the Inspector of Taxes. Allowance for the children 
of the marriage is not usually given to both husband 


£ s d. 
21 17 0 
21 17 0 
52 10 0 

£9(5 .-) 0 
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and wife in the concessionaJ treatment, although if 
each has charge of at least one child, each will be 
allowed £50 for the first child claimed for. 

Alimony received from abroad is assessable under 
Case V {CJ.R. v. Ander/itrom. (1928), 13 T.C. 482). 


§ 11. — ^Annuities. 

An annuity paid out of a su])erannuation fund may 
be assessexl under Case VI instead of l)y <leduction 
at the source if the Commissioners so direcit. ,An 
. annuity given as a pension is taxed under Schedule E. 

Annuities paid by the National Debt ( Commissioners, 
the Post Office Savings Bank, and certain borlies 
which, under aiTangemcnt ivitli the Inland Revenue, 
,,<lo not deduct tax, are assessed under Schedule 1), 
Case in. 

In other eases, tax is normally deducted at the 
standard rate, unless the payer aiTanges with the 
Insjiector of Taxes either not to deduct tax owing 
to the recipient’s allowances making him excm])t 
from tax, or to tleduct at the reduced rate where the 
taxpaj^’er is liable at that rate only. 

Where an educational policy is taken out with an 
"insurance company whereby the holder receives annual 
payments for his children for a stated number of 
years in return for the premiums previously ])ai(l, 
in such circumstances that the transaction in substance 
involves the return of the premiums at comjiound 
interest, or, in the event of the death of the child, 
the return of the premiums without interest, only 
* the interest is assessable (Perrin v. Dickson (1929), 
14 T.C. 608). 
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Where tlie purcliase price of an undertaking is a 
fixed sum payable by instalments, Income Tax is 
jchargeablc only on that part of the “ annuity ” which 
represents interest (Scohle and others v. Secretary of 
State for India (1903), 4 T.C*. 618). Any so-called 
“ annuity ” which is simply a payment of an ascer- 
tained capital sum by instalments is not chargeable 
to tax, but in eases where the annuity is not in 
resjicct of sikjIi a ])ayracnt it is income of the 
recipient, even if it is wholly or partly in respect 
,of a rctui'n of ca])itai. 

An annuity in addition to other income under a 
will of such an amount as ■wall reimburse all sur-tax 
payable is pai-t of the annuitant’s income, and must 
be “ grossed ” by reference to the Income Tax on 
the gross equivalent tliei’cof and assessed to sur-tax 
{MeeMwf v. r.f.R. (1920), 7 T.C. 603). 

The sums paid by the tj'ustecs on acjcount of sur-tax 
on an annuity left frc(< of Income Tax (including sur- 
tax) are additional aniniities to wJiich the appropriate 
Income Tax must be ailded for the purpose of assess- 
ment, i.(\, the assessment must be based on the gross 
amount which will ])roduce the net amount of the 
annuity after paying the Income Tax and sur-tax there- 
on {Lord Michelham's Trustees v. C.I.R., Exors. of 
Lady M. v. C.LE. (1930), 15 T.C. 737). 

A quailerly payment of a fixed sum, for a i)eriod 
of five years, to the executors of a deceased partner, 
in accordance with a partnership deed, in respect of 
goo.lwill, use of the firm’s name, etc., has been held 
'to be an annual payment and not an instalment of 
.capital {Mackintosh v. C.I.R. (1928), 14 T.C. 15). 
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A voluntary payment, e.g., an allowance by a father 
to a son, is not a permissible deduction in the payer’s 
computation nor is it assessable on the recipient. 

Where a will provides that an annuity is “free of 
deductions,” this does not as a rule include Income 
Tax, unless the testator exjdains that he understands 
Income Tax to be a deduction {Turner v. Mullineux 
(1861), 1 J. & H. 334). But if the will directs that 
an annuity is to be paid “ free of Income Tax,” the 
trustees must pay the tax thereon. Where the will or 
a codicil directed the payment to be made “ clear of 
all deductions including Income Tax ” tliis was held 
not to include sur-tax, but merely those deductions 
foi' which the trustees are accountable, i.e., the 
standard rate jiortion of Income Tax {In re Crawsha.y, 
Craiculmy v. Crawshay (1915), W.N. 412). 

It woidd now ajjpear, however, that since sur-tax 
is a defeiTed instalment of Income Tax, a gift “ of 
such a sum .... as after deduction of the Income 

Tax will leave a clear sum of ” or 

“ clear of all deductions, including Income Tax ” may 
in future be held to include sur-tax ; no case dealing 
directly with this point would appear to have yet been 
before the Courts. In re ffplion. HuUon v. Midland 
Bank Executor and Trustee Go. ( (1930), 99 L. J. Ch. 316), 
a testator who died in 1927 directed under his will 
that an annuitant was to be pairl out of income “ a 
clear yearly sum after paying or deducting Income Tax 
and super-tax,” and it was held that this included the 
proportion of sur-tax payable in respect of the annuity. 
In his judgment, Bennett, J., said “ If the testator had 
simply directed his trustees to pay to his wife out of 

FF 
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the income of his trust estate such an amount as 
would give her a clear yearly sum of £12,000 after 
paying or deducting Income Tax it would, I think, 
have been reasonably clear that the trustees would 
have been bound to pay not only the Income Tax 
at what is now known as the standard rate, but also 
the sur-tax attracted by an annuity given in such a 
form; see in re Crosse ((1920), 1 (!h. 240). But the 
limitation as regards Income Tax contained in the 
claTise will, so long as sur-tax continues to be ciharged 
at the rates now in force, blirow upon the annuitant the 
burden of discharging a considerable part of the sur- 
tax attracted by an annuity unless what is in effect a 
direction to the trustees to pay the super-tax attracted 
by the annuity out of the income of the trust estate 
can be construed as a direction to pay the sur-tax . . 
.... As far as 1 can see there is no real or substantial 

difference between suj)er-tax and sur-tax In 

evei’y essential feature super-tax and sur-tax are, in 
my judgment, the same tax.” 

Where an annuity is paid “ free of Income Tax,” 
an annuitant obtaining any repayment of tax is 
required by the trustees imder the will or settlement 
jto hand over to them such a proportion of the repay- 
' nient as the annuity bears to the total income of the 
. annuitant. That proportion forms part of the 
residuary estate of the trust {re Pettit; Le Fevre v. 
Pdtit (1922), 2 C'h. 765). Were it not for this rule 
the annuitant would in the end have received out of 
the estate more than 20s. in the £ on the gift. In 
, practice, the proportion of the reclaim is not handed 
over to the trustees, but is deducted by them from the 
i next instalment of the annuity. 
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Illustration. 

Under her husband's will, a widow receives an annuity of 
£300 per annum, commencing on 31st January, 1932. Her other 
income consists of taxed dividends on Consols, £100 per annum 
(gross amount). She was 65 on 31st March, 1932 

Computation, 1931-32. 


Annuity, gross i X £300 

£4(K) 


Consols Dividends 

100 


Statutory Income 

500 


Deduct Personal Allowance 

100 


Taxal)le Income 

£400 


Chargea))le — 

£ 

d. 

£175 ("a' 2/6 

21 

17 6 

225 @ 5/ 

56 

5 0 

Less : Taxed at source — 

7S 

2 6 

£500 (d) 5/-- 

125 

0 0 

Tax reclaimed . . 

£4(> 

17 6 

Proportion due to Estate i HJI of £40 ITs 

(id. = £27 Ids 

Od 

I'liis amount would therefore be deducted by the 3'rustees 

from the annuity payable on 31st January 
payment of £202 10s. Od. 

, 1933, making 

a net 

Computation — 

1932-33. 

1933-34. 

Annuity, gross = f of £262 10 0 £350 

fVof£24() 

£328 

Consols Dividend . . . . . . 100 


100 

450 

Dfducl Allowances — . 


42S 

Age jtb of Total Income £90 

S6 


Personal - . . . 100 

100 


190 

— 

ISO 

i:2()0 


£242 


FF 2 
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19.32-.S3. 1933-34. 


Chargeable : iLMo @ 2/() 

,. £21 

17 

0 

£21 

17 

6 

85 @ 5 - 

. 21 

5 

0 £07 @ 5/- 

- = 16 

15 

0 


43 

2 

(> 

£3S 

12 

0 

Less Taxed at source 

— 






£450 (fti 5/- 

.. 112 

10 

0 £428 @ 5 - 

= 107 

0 

0 

Tax reclaimed 

III 

7 

6 

£6S 

7 

J5 

Proportion due to Estate ,* : \\ 

of £69 

7 

0 of 

£68 

7 

0 


-- £54 


= 

£32 

S 

0 

Net Annuity next paid 

£24() 



£247 

12 

0 


If, liowever, the will directs that the annuity is 
such as, “ after deduction of Income Tax therefrom 
at the current rate for the time being, will amount 
to the clear yearly sum of £x,” this is not equiva- 
lent to a “ free of tax ” annuity, but is a fluctuating 
annuity, measured by a constant net sum, and the 
annuitant can retain any Income Tax recovered 
{7'e Jones, Jones v. Jones (1933), W.N. 176). 


§ 12. — Executors and Trustees. 

The tax chargeable on* a deceased person’s income 
to the date of death is assessable on the executors 
or administrators, and is a debt due and payable out 
of the estate (§ 31 (2), 32 (3), and 34 (4)— 1926 ; 
§ 45 (6) — 1927 ; §_ 15 (4) — 1930). Assessments can 
only be raised upon the executors, etc., for tax due 
in respect of income prior to the deceased’s death^ 
withiii tliree years after the death (Rule 18, General 
Rules), but may be for any of the six years for which 
it is competent to raise assessments (§ 29 — 1923). 
^he deceased is entitled to peraonal, etc., allowances 
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for the full yeax in which he died ; and his widow 
(if any) is entitled to a full year’s allowances as a single 
person for the same year, including the children 
allowance, etc.j {See illustration on p. 459.) 

Until the residue of the estate has been ascertained 
tlie income arising from the residue is income of the 
executors, and is assessable upon them ; the assent 
of the executors to the bequest of residue does not 
relate back to the death of the testator ( Rex v. Special 
Commissioners of Income Tax, ex parte Dr. Barnardo' s 
Homes National Incorporated Association (1921), 
7 T.C. 646.) The same principle was followed in the 
case of Marie Celeste Samaritan Society v. Com- 
missioners of Inland Revenue ((1926), ^11 T.(\ 226), 
and it now seems well established thatf'where there is 
i;a residuary legatee the income arising from the 
1, residue is the income of the executors up to the date 
■ upon which the residue is ascertained.) ;.Where, 
however, the residue is left to a life tenant and a 
remainderman, the Revenue Authorities contend that 
the income arising from the residue is the income of 
the life tenant as from the date of death, and is his 
I income for the fiscal year during which it is received, 
'the argument being that all sums which a life tenant 
receives must of necessity be income. 

So long as mortgage or other debts remain unpaid 
the executors are entitled to retain any assets coming 
to their hands, and if a residuary legatee has not 
enforced conveyance to himself of his share of the 
xesidue, the income arising from his share is not his 
income for sur-tax purposes {Daw v. C.I.R. (1928), 
14 T.C. 58). The case of Daw v. C.I.R. , however, 
does not lay down the general proposition that a 
residuary estate has not been ascertained where there 
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is an outstanding mortgage upon it. The questions 
for the i)urpo8e of arriving at the income of beneficiaries 
and their liability for sur-tax, whether the residue has 
or has not been ascertained, and whether the executors 
have or have not, exi)ressly or by conduct, assented to 
such ascertainment, are questions of fact in each 
case to be determined by the Commissioners ; assent 
can be implied (C.I.It. v. Smith (1930), lo T.C. 661). 
The income from residue distributed to a residuary 
legatee pending ascertainment reaches hjm as capital, 
and is not ini-ome in his hands for the pur 2 )Oses of 
sur-tax (Herbert v. C.I.It. (192.5), 9 T.C. 593). 

In the case of a_s 2 >«cific legacy, however, the income 
from the date of death belongs to the legatee, and 
sur-tax is payable thereon for the years in wliicli it 
arises, although the income may be received by the 
legatee in one sum on the date of the transfer to 
him of the legacy (C.I.R. v. Hawley (1928), 13 T.C. 
327). 

The tiTistces of an estate must account for tax 
on the income theix'of, and deduct tax from the 
2 )ayments made to beneficiaru's. It was licld in 
Murray v. C.I.R. ((1926), 11 T.C. 133) that, where 
the will 2 n'ovides for charging expenses against income, 
a beneficiary’s income is the grossed share of the actual 
net income of the estate after the deduction of all 
). 2 )rior charges, including the expenses of management 
...of the trust. Tliis decision was followed in Macfarlane 
V. C.I.R. ((1929), 14 T.C. 532), in which it was said 
that the question whether administration expenses 
arc or are not to be paid out of income to which the 
beneficiary is entitled may come in almost every 
(Case to be a question de2‘)ending on the construction 
of the trust deed. 
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It appears to he the practice of the Revenue to 
treat as the claimant's income the actual amount 
'])aya))le to him, grossed at the standard rate, orchis 
propoi’tionate share of the statutory income of the 
trust, wliichever is lower^/ 

Where tlie will does not provide for charging 
expenses, it is thought that the share in the statutory 
income computed according to the Income Tax rules 
before charging expenses should be treated as the 
beneficiary’s income for Income Tax ])urposes. 

In (-iariand v. Archer-tihee ((19.30), 15 T.(J. 093), it 
was decided that where by the law of the place where 
a foreign trust is situated (in this case in New York 
State) the beneficiary is not entitled specifically to 
the several sources of the trust fmid, the mode and 
time of the application of the income being at the 
<lisci'etion of the trustees, then a beneficiary resident 
in the Tinted Kingdom is assessable as on a foreign 
possession, on remittances to this country only, and 
not on the full income arising. 

An ajinual sum paid to a trustee as remujieration 
for Ins services under a deed of settlement, is an 
annual payment within the meaning of Rule 19, 
General Rules, and is therefore taxable by deduction 
{Baxendnle v. Murphy (1924), 9 T.C. 76). 

Where the Will directed ’the trustees to take out 
an educational endowment assurance ' on the life of 
the beneficiary, it was held that the income applied 
in paying the premiums was not income of the bene- 
ficiary (C.J.Jt. V. Dewar and another (1931), 16 T.(’. 
84). ' 

Where the deceased earned on a business, the 
.assessments are made as if the business had been 
discontinued on the date of his death and a new 
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business commenced by the executors on that date 
(Rule 11, Cases I and II, Schedule D, as amended by 
§ 32 — 1926). No earned income allowance can be given 
to the executors or trustees who carry on the business 
even where they are beneficiaries. 

It was held in Commissioners of Inland Reven ue, v. 
Henderson's Trustees ((1931), 16 T.C. 282), that the 
' Apportionment Act, 1870, does not affect the relations 
between persons paying Income Tax and the Revenue, 
and the proportion of dividends, etc., accrued ])rior to 
but falling due after death does not form ])art of the 
income of the deceased for Income Tax ]nir])oses, 
and the executors arc not entitled to claim reiiayraent 
of the tax thereon. 

It was formerly the practice of the Inland Revenue 
Authorities to treat the proy)Oi‘tion of any dividends, 
etc., received after death but accruing in part prior, 
thereto and credited to the capital of the estate, as 
income neithei' of tlie deceased (since it was not 
received by him as income — see C.I.R. v. Henderson's 
Trustees, supra) nor of the beneficiaries (since it was 
not received by. them as income), and accordingly to 
allow no repayment of tax thereon in respect of 
.allowances. This practice seems to have been modi- 
fied to a certain extent, and if a life tenant receives 
such sums they will be treated as part of his income. 

Where there is no life tenant all residuary income, 
pending the ascertainment of residue, is treated as 
capital, and no repayment claim is strictly allowable 
in respect of such income ; but, by concession, legatees 
f entitled to repayment of tax by reason of their 
mllowances are permitted to treat such income as 
tin come in their hands against which allowances can 
be claimed. In such a case, the full amount of income 
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arising after death is treated as income of the re- 
siduary legatee, even ‘ if the Apportionment Act, 
1870, requires part of it to be treated as capital, 
provided it is received by the legatee as part of the 
residue. 

A trustee is charged with tax, not as trustee, but 
' as the person in receipt of the income of the trust ; 
therefore, untaxed interest received by the trustees 
or executors, even if mainly or wholly accrued prior 
to the death of the testator and therefore to be treated 
'pro tank) as capital, is assessable in full on the trus- 
tees or executors (iEcid’.v TruHtees v. C.l.H. (1929), 
14 T.C. 512). 

Each ease is treated on its own merits, and no 
general rule can be laid down as to the conc(\ssions 
which the authorities arc prepared to make in otlier 
cases. As to the allocation of income to a charity 
where the re.sidue is not paid within the executor's 
year, fiee p. 363. 

Sur-tax for the year of death is calculated upon the 
deceased’s income to the date of death, but at the rate 
for the previous j'^ear if that is lovv'cr than that for 
,the year of death. The instalment for the ])receding 
year will also be outstanding unless the death takes 
j place late in the fiscal year. 

§ 13. — Life Tenants. 

The income of a life tenant may include property of 
which he has the beneficial enjoyment. A testator’s 
will provided that Jiis residence, furniture, etc., with 
an annual sum of £2,000 towards the upkeep and 
expenses, should be available for the use of his widow 
and his daughter. Both resided in the house, and it 
was held that one-half of the annual value of the house 
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and of the £2,000 was i)art of the daughter’s total 
income for super-tax purpases {Shanks v. G.I.R. 
(1928), 14 T.C. 249). In another case, the will pro- 
vided that all outgoings in respect of the estate and 
expcn.ses of keeping up the residence, etc., enjoyed by 
the life tenant, were to be ])aid out of the income of 
the trust estate, and it w'as held that the amounts 
ac'tually expended, grossed for Income Tax were 
income of the life tenant (Suifon v. C.I.Ii. (1929), 

14 T.C. (U)2). See also Miller v. G.I.R. ((19.30), 

15 T.C. 25), in which Lord Wanington of Clyffe said: 

“ tlie occupier beai's and ])ays the entire tax 

bocaust' he is the only 7)erson in enjoyment of the 
annual value,” and it was held that the annual value 
of the mansion, Jiouse and lands occupied rent free 
by tJie respondent (under terms in the trust dis- 
])osition ) was income of the res])ondent liable to sui)er- 
tax, as well as tbe sums expended by the trustees in 
])aym(‘nt of rent, rates, etc., on the house and lands. 
The fact that slu* was entitled to have the taxes paid by 
the trustees did not affect her ])osition as occuT)ier 
in her omi riglit, and the annual value of her beneficial 
enjot'ment was income for the ])urposes of the Act 
(being of a nature to be inehuled in a. claim for allow- 
ances) and liable to su])er-tax. 

§ 14. — Widows. 

As has already been stated, a widow is assessed as 
a single jierson as from the date of her husband’s 
death. Her income to the date of his death is included 
with his, but as from that date it is assessable upon her. 
Where she owns investments in her own right, any 
untaxed interest therefrom is assessable upon her 
on the basis of the amount received in the preceding 
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year, according to the rules of Case III, Schedule D, 
irrespective of the fact that ])rior to the death lier 
husband was assessed in respc(^t of her income {Leitch 
V. Emmott (1929), 14 T.C. 633). Tliis decision would 
appear to apply to any income from her separate 
sources, and the assessments upon her income for 
the year of death should he split between her late 
husband and herself on a time basis. 

Illustration. 

A diocl on 31st August, 1933. His business profits, as 
adjusted for Income Tax ]nirposes, were — Years ended 30th 
September, 1932, £1,200 ; 1933, £1,800. Dividends were received 
on 31st May, 1933, of £300 (gross amount) and on 15th August, 
1931, of £200 (gross amount). 

A. s wife was also in business on her own account. Her 
adjusted profits were — N'(‘ars en(h‘(l 31st l)c(*(‘mber, 1932, £6()0 ; 
1933, £500. She also held £12,000 2 \ % Consols. 

A.'s will provided that his widoM was to be paid an annuity 
of £000 per annum, by half-yearly instalments, the first to be 
paid SIX months after death. 

There were two children under 16. 

Computations, 1933-34. 

A. Widow. 

A.'s business — Actual 

Profits i\tljs of £],iS00 750 

Mrs. A.'s business — Pre- 
ceding years’ Profits — 

£000 assessment appor- 
tioned under Rule 9, 

Cases I and II,/\ths of 


£000 

250 

,\ths of £600 

350 

Dividends 

500 



Consols Interest Received 


Received 5th Oct, 1933, 


oth July, 1933 . . 

75 

5th Jan and 5th April 




1934 

225 



Annuity, 28tk Feb., 1934 

300 


1,575 


875 
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A. 

Brought forward .. l,r)75 
Deduct Allowances — 

Earned Income 2(M) 

Personal . . 150 

Additional Persona] 45 
Children . . '00 

4S5 

Taxable Income .. 1,000 

Chargeable — 1' s. d. 

£175 @2/6 21 17 6 

015 @ 22S 15 0 

250 12 () 

Less Taxed by 
deduction — £575 @ 

5/- .. .. 143 15 0 


Tax payable £10() 17 6 


Widow. 

875 


Earned Income 

70 


Personal 

100, 


Children . . 

00 



— 

200 



£015 


f 

s. d. 

£175@2/() .. 

21 

17 0 

140 @ 5/- 

no 

0 0 


131 

17 0 

£525 @ 5/ - 

131 

5 0 


12 6 


Noti:. — I t must be observed that not only do the husband and 
wife receive a full year’s personal allow^ance, the former as a married 
man and the latter as a single person, but the wife is also entitled 
to allowance for her children, despite the fact that her liusband 
received the children allowance in respect of the same year This 
double allowance is only available in respect of the widow's own 
children , an adojited child does not give rise to a double allowance. 
It has been assumed that the income of the children in their own 
, right does not exceed £50 each. 

§ 15. — Profits from Betting, illegal Transactions, 
etc. 

A person who attends races and systematically 
bets is exercising tlie vocation of betting, and is liable 
to assessment {Partridge v. MaUandaine (1886), 2 T.C. 
179). But a person whose means of livelihood are 
betting on horses from his private address with 
bookmakers at starting prices only, is not in receipt of 
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profits or gains assessable to income tax, Schedule 
D, either under Case I or Case II, as from a trade or 
vocation, or under Case VI {Graham v. Green (1925), 
9 T.C. 309). The distinction appears to be between 
professional and private betting. 

The Acts charge tax on “ profits,” drawing no dis- 
tinction between legal and illegal sources, and there 
can be a trade within the charge to Income Tax which 
is either in whole or in part an illegal trade {Mann v. 
Nash (1932), 16 T.C. 523). 

If a trade is carried on (and that is a matter of fact), 
it does not matter whether that trade is legal or illegal, 
the profits can be assessed, e.g., ready-money and 
street betting, though illegal businesses, have been 
held to be assessable {Southern v. A.B. and v. A.B. 
Ltd. (1933), 12 A.T.C. 203). 


§ 16. — Building Societies, New Arrangement B 
(13A of 1932). 

A special arrangement has been entered into between 
the Inland Revenue and the majority of building 
societies, in order to obviate the large number of 
small adjustments of liability which would be involved 
under the ordinary rules, in view of the fact that the 
majority of such societies’ transactions arc with persons 
either exempt from tax or liable only at the reduced 
rate. The provisions of this arrangement are — 

Part 1. — As.se.ssment upon Society. 

1. The society consents to be directly assessed to 
income tax under Schedule D — 

(a) in respect of the liability of its investors to 
income tax at the standard rate on dividends 
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or interest from the society, iipon the amount 
creditecl tp investors in the society's year 
next preceding the year of assessment for 
or in respect of dividends or interest ; and 
(b) upon the amount by which the whole profit, as 
hereinafter defined, of the society for the 
same year exceeds the amount under (a). 

, ^ 5 /. . - /.. /> 

Rate of Tax. 

'2. The rates of tax to be charged will be — 

(J) the standard rate in respect of-- 

(a) dividends or interest mentioned in paragraph 
1 [a) arising from : — 

(i) any investment e.xceeding £.'5,000 and 

from any investments exceeding £5,000, 
in the aggregate, of any investor (hus- 
band and wife being treated as one jjcrson 
for this |)urpose) ; 

(ii) any investment, of whatever amount, 
held by, or on account of, or in trust for 
any incor])oratcd company or society 
(not being a com 2 )an}' or society which 
is entitled to exemption from tax under 
Schedule D) ; and 

/ (b) the amount of the excess defined in para- 

f graph 1 (6) ; 

''' (II) ^o- fif bhs of the standard rate in res])ect of 
-jthe balance of the dividends or interest mentioned in 
^paragraph 1 (a). 

Calculation of “ Whole Profit.^’ 

3. The whole profit referred to in paragraph 1 
>(6) is to be ascertained by deducting the working 
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ex])enscs from the total receipts for the accounting 
year, in accordance with the rules governing the 
computation of liability to income tax under Case I 
of Schedule D, subject to the following provisions : — 

(a) Working exj)enses will include — 

(i) Losses sustained on the realisation of 
juoperties mortgaged to the society ; 

(ij) Income tax ])aid in respect of amounts 
credited to investors for dividends or 
interest. 

(b) Profits or losses arising on the realisation of 
investments will be excluded. 

(c) All rents received will be included and rents 

])aid will be allowed as a deduction. 

Set-off of Taxed Income. 

4. W^here the total ivccipts of the society for any 
accounting year include income uj)on wdiich income 
tax has been paid at the source, the amount c*hargeablc 
for the following income ta.x year at the standard 
irate will be reduced by the gross amount of the said 

income. Where that gross amount exceeds the 
amount chargeable at the standard rate, there will 
be deducted from the amount chargeable at tw'o-fifths 
of the standard rate an amount equal to two and a 
half times the excess. 

Schedule A. 

5. All property owned by the society, w^hether let 
or in its own occupation, and also all projierty in 
the hands of the society, as mortgagee jn possession, 
,is to be exempted from Income Tax, Schedule A, 
except in respect of ground or lease rents, if any. 
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Pabt II. — Liability of Investors. 

6. Investors will be required to include dividends 
or interest in their returns of total income for Income 
Tax (and sur-tax) inirposes. No charge to Income 
Tax at the standard rate will be made upon investors, 
in respect of such income from the society, but jt 
;will be included in total income for the purpose of. 
; charging sur-tax. 

7. No repayment of tax will be made in respect 
of income derived from investments with the society, 

I and the society will not issue any certificates of pay- 
I ment of tax in respect of such income. 

Part III. — ^Mortgage Interest Paid by Borrowers. 

8. A borrowing mcml)er who has no taxable income 
is not be be charged for mortgage interest. 

9. A borrowing member who has taxable income 
is tf) be relieved from the tax applicable to mortgage 
j interest. Belief will be allowed by the Inspector of 
'Taxes upon a certificate from the secretary of the 
! society of the amount of mortgage interest paid. 

Where the society’s year does not coincide with the 
Income Tax year, certificates will be accepted showing 
the interest for the society’s year ending within the 
Income Tax year, jirovided that the society will 
adhere to this basis in all cases and will obtain an 
undertaking from each borrower to accept allowances 
accordingly. 


Part IV. — General. 

10. A certificate by the auditor of the society will 
be required of the accuracy of the amounts returned for 
' Schedule D assessment. The society agrees to furnish 
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a c-o})v of its statutory annual account and statement 
to the Tus])octor of Taxes for the district in which its 
head office is situated, and also to permit any duly 
appointed officer of the (‘omniissioners of Inland 
Revenue to test the accura<‘y of the amounts returned 
or to verify the correctness of any certificate given 
under the arrangement, by ins])eetion of the books 
and accounts of the soc-ic'ty. 

11. The society undcTtakes for the purposes of 
2 >aragraph 2 (a) — 

(а) to I’ccjuire, in the case of each new or additional 
investment of £500 or more, a declaration 
sufficient to establish whether the rate of 
tax to be charged in respect of the dividends 
or int(‘rest is the standard rate or tw'o-fifth.s 
of the standard rate ; and 

(б) to make such arrangements as may be practic- 
able for the aggregation of all accounts of the 
. sameinvestor and of husband and wife, whether 
' such accounts arc in the* same or in different 

■ branches or dej)artraents of the society. 

12. This arrangement will operate for the period 
of three years ending on the 5th April, 1935. The 
society will facilitate a statistical investigation by 
the Inland Revenue Dej)artment of the working 
of the arrangement by furnishing extracts of the 
])ayments of dividends or interest for the society’s 
year ending within the Income Tax year 1933-34. 
These e.xtracts wdll give the name and address of each 
investor, the amount of his investment, and the 
amount of dividends or interest thereon, where the 
investment amounts to £1,000 or more, and similar 
{particulars for a three per cent, sample of investments 
ibclow £1,000. 

G G 
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13. Investor includes any shareholder, depositor or 
lender. 

Dividends or interest includes interest, bonus and 
any other distribution in respect of shares, deposits or 
loans. 

Investment includes any share, deposit, loan or other 
similar account. 

We desire to adopt the above arrangement and 
hereby undertake to abide by the same. 

On behalf of 

Chairman. 

Secretary. 

Dated 

Illustrations. 

( 1 ) A, had an investment income of £2,600, and building society 
interest received free of tax amounted to £93. He ovued his 
dwelhiig house, assessed under Schedule A at £400 net, on which 
for the year ended 30th November, 1933, he paid mortgage mtercst 
of £60 to a building society. A. was a married man with five 
children under 16. 

Computation, 1933-34. 

Dividends, etc. . . . . . . . . £2,600 

Bmlding Society Interest Received . . 93 

House — ^Net Annual Value . . 400 

Less Building Society Mortgage 
Interest . . . . . . 60 

340 

Statutory Income for Sur-Tax . . £3,033 

Deduct Building Society Interest 
Received — ^not assessable to 
Income Tax proper . . . . 93 


Income chargeable to Income Tax . . 2,940 
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£2,000 Nil. 

500 @ 1/- £25 0 0 

500 @ 1/3 31 5 0 

S3 @ 21- 3 6 0 

£3,033 £59 11 0 

Add 10% 5 19 I 


MISCELLANEOUS. 

brought forward 
Deduct Allowances — 

Personal 
Children 


£150 

210 


467 

£2,940 

360 


Taxable Income 

Chargeable — 

£175 @ 2/6 
2,405 @ 5/- 


£65 10 I 

Less Tax suffered by deduction — 
£2,600 @ 5/- 

Tax reclaimed . . 

The reclaim is made up of — 

Tax on allowances £360 @ 5/- 
Reduced Rate £175 @ 2/6 . . 


Less Schedule A assessment — 
£340 (w 5/ - 

As above 


£2,580 

£ 

B. 

d. 

21 

17 

6 

601 

5 

0 

623 

2 

6 

650 

0 

0 

£26 17 

6 

90 

0 

0 

21 

17 

6 

111 

17 

6 

85 

0 

0 

£26 

17 

6 


(2) B, has an earned income of £300, and received interest 
on a deposit in a building society of £20. 

Computation, 1933-34. 

Earned Income . . £300 

Less Earned Income 
Allowance - . £60 
Personal Allowance 100 

160 

Taxable Income .. £140 @2/6 =£17 10 0 

B. cannot reclaim tax in respect of the interest received, 
although if this had been a free of tax dividend, he would have 
reclaimed tax at 2/6 on the gross equivalent. 


GG 2 
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§ 17. — Penalties. 

Various penalties are enforceable under the Income 
Tax Acts for non-fulfilment, by persons assessable, of 
their statutory duties, of which tlie following are the 
most important : — 

Under § 107, the penalty on any person — ^requii’ed 
by tlie Act to deliver any list, declaration, or state- 
ment — ^refusing or neglecting so to do within the time 
limited by the notice, is, if proceeded against before 
the General Commissioners, a sum not exceeding £20., 
and treble the tax chargeable (added to tlie assessment), 
or, if proceeded against by action or information in 
any Court, a sum of £20 and treble tJie tax w'hich ought 
to be charged (§ 23 (2) — 1923). 

Under § 100, every iierson u])on whom notice is 
served requiring him to make a return of any ])rofits, 
accounts or income chargeable under Sc'liedules 1) and 
E is liable on default to a penalty under § 107, whether 
he is or is not chai'geable with tax ; but the ])enalty 
in the case of a ^lersoii wdio is not found to be 
chargeable with tax shall not exceed £5 for any one 
offence. 

Under § 146, where a person has refused or neglected 
to deliver any statement or schedule, and it is foimd 
that an increased assessment ought to be made, a 
penalty can be inflicted not exceeding treble the 
amount of the tax payable ; but where the 
statement or schedule is inconqilete, the penalty must 
not exceed three times the amount of the tax on the 
amount of the additional assessment. 

Under § 127, where a person has been given notice 
of a surcharge by the Inspector (where the latter 
discovers that the original assessment was inadequate) 
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and submits a new return or written notice that he 
a})ides by liis original return, and in any sucli" declara- 
tion wilhdly and fraudulently declares anything which 
is false, lie is guilty of a misdemeanour, and liable to 
im])risonment not exceeding six immths, and to a 
fine not exeeediiig treble the tax surcharged, as the 
Court may order. 

Under § 139, where a ]>ersou lias been reqnii’cd by 
tJie Commissioners to deliver any scliediilc and such 
]»erson fails to do so, lie shall be liabh* to a penalty not 
exciHsling £20, and treble tbe tax at which lie ought 
to be assessed. A similar ^lenalty is enacted by Rule 
14, Schedule A, No. IV, in res])ect of returns under 
Schedule A, for wilfully failing lo deliver or ^iroduce 
r€‘levant docuuKaits. 

Under § 144, a person who after Ixnng duly summoned 
to a])pcai before the Ceneral Commissioners {a) neglects 
or I’efuses to ap])ear at the time and place appointed, 
or {h) appears, but rcfusi's to be sworn or to subsc'ribe 
the oath, or (r) refuses to answer lawful questions 
touching the matters und(*r consideration, shall foi’feit 
a sum not exceeding £20. 'Phe ]K‘nalty in respect of 
(h) and (c) does not a])ply to any clerk, agi'iit or 
employee of the iiei’son assesseil. 

Under § 30, the penalty • for making fraudulent 
claims for any allowance or deduction, or fraudulently 
concealing or untruly declaring any income or any 
sum which he lias charged against or deducted from, 
or is entitled to charge against or to deduct from another 
})crson, or fraudulently making a second claim for the 
same cause, is £20, and treble the tax cJiargeable 
in respect of all the sources of his income. This means 
treble the tax chargeable on the whoki income for 
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the year of assessment, whether made by deduction 
or not, and not treble the tax on the income still 
chargeable as not having already borne tax. For 
aiding and abetting the penalty is £500 (§ 23 — 1923). 

Section 40 (4), provides a penalty for fraudulent 
claims for exemption under §§ 37-39 (charities, 

friendly societies, etc., see p. 361) in respect of 
interest, etc., chargeable under Schedule C, to the 
extent of £100, and if a person makes such a claim 
on his own behalf, he is, in addition, liable to be 
charged treble the tax so chargeable. 

Under § 132 the penalty on persons fraudulently 
changing their residence, or converting property, or 
delivering false statements, or guilty of other fraufl, 
is treble the amount of the excess tax chargeable ; 
and for aiding and abetting, the penalty is £500 
(§ 23—1923). 

Under Rule 10, Schedule A, No. V, where a ])erson 
makes any false or fraudulent claim under Rule 9 
for abatement of an assessment in respect of loss by 
flood or tempest, he shall forfeit £50 and treble the 
tax charged on him in respect of the lands. Under 
Rule 11, the penalty for aiding or abetting is £100. 
Rule 3, Schedule B, extends these rules to Schedule B. 

Under § 34, any person guilty of any fraud or con- 
trivance in making application for relief, in respect 
of loss under the operation of that section, is liable 
to a penalty of £50. 

Under § 44 (3), 1927, if any person liable to sur-tax 
without reasonable excuse fails to make a return, or 
to give to the Special Commissioners before 30th 
September next following the end of the year of 
assessment, notice that he is chargeable to sur-tax, he 
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shall be liable to a penaltjr not exceeding £50, and after 
judgment has been given for that penalty, to a further 
penalty of the like amount for every day during which 
the failure continues. Similar penalties are imposed 
in relation to particulars to be furnished of dealings 
in assets cum dividend, so that sur-tax is avoided 
(§ 33—1927). 

Under § 225, the fine for obstruction of officers in 
the execution of their duties is £100. 

Under § 227, a person found guilty of knowingly 
making a false statement or representation is liable 
on summary conviction to six months imprisonment 
with hai-d labour. If, however, the proceedings are 
taken under the provisions of the Perjury Act, 1911, 
the penalties are much more severe. 

A ])enalty of £100 is imjrosed for failure to furnish 
particulars of tax deducted under Rule 21 of the 
General Rules (§ 26 — 1927), and a penalty of £50 
is imposed by Rule 23, General Rules, upon any 
person who refuses to allow a deduction of tax 
authorised by the Acts. 

Under § 23 (1923), proceedings for the recovery 
of any fine or penalty incurred under the Income Tax 
Acts may be commenced within six years next after 
the fine or penalty is incurred. The Commissioners 
of Inland Revenue or the Treasury 'inay, in their 
discretion mitigate any fine or penalty (§ 222) except 
under § 132 and Schedule A, No. V, Rule 10, and 
Schedule B, Rule 3. Penalties may be added to and 
collected with the assessment (§ 223). But the High 
Court has no power to mitigate penalties under §§ 30, 
32, 34, 40, 102 (2), 107, 132 185, 225, § 33 (6)— 1927, 
or § 44 — 1927, or under Schedule A, No. IX, Rule 5 ; 
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Schedule C; Schedule A, No. V, Rule 11 ; Schedule B, 
Rule 3 ; or General Rule 23. 

Under § 162, the collector is einpowei'ed to distrain 
for non-payment of tax, u])on the premises, etc., in 
respect of which the tax is charged, or the person 
charged by his goo<ls or chattels. 

Under § 165, where no sufficient distress can be 
found, the General ( 'omniissioiuTs may commit a 
defaulting person to ])ris()n until he ])ays tiie tax, 
with casts. 

Under § 169, any tax charged under the 'Act may 
be sued for and recovered by ])roceedings in Court. 

I’enalties are rarely exacted to the full extent 
provided by the Act, cxc(^pt in vciy gj*ave cases. 'Fhe 
(Commissioners usually (‘xercise their ])owers to 
mitigate the penalties ])rovide(l that, uIku-c they 
<lisco\er the default, a sum hi respect of com])ound 
interest and part penalties is ])aid. WJiere tiu' tax- 
payer makes the disclosure the sum exacted is smaller 
(see also section on “ Back Duty”). 

§ 18. — Back Duty. 

(The term “ back tluty ” is the accept ('d name giv^en 
to tax wJiieh has not been charged in those past years, 
I which are prior to the six years for whicli athlitional 
iassessments can be raised. The very high rates of 
Income Tax, super-tax and exc-ess profits duty levied 
in the last sixteen years tempted many taxpayers 
to evade their legal burden, with consequent serious 
loss to the Revenue. Other taxpayers have evaded 
their liability through ignorance or carelessness. 

Although such evasion has been ])ractised, con- 
sciouslj' or unconsciously, by a very small minority. 
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the tax so lost to tJie Reveinie is iimloubtedly a sub- 
stantial sum, throwing a eoiTcs]ion(lingly heavier 
burden upon the honest and careful citizen. 

( Evasion; must not be confusetl with 'legal avoidance. 
“ No man in this country is under the smallest obliga- 
tion, moral or other, so to amnigi' his legal relations 
jto his business or to his ])rope]ty as to enable the 
'Inland llovenue to ])ut the largest ])ossib]c shovel 
into his stores. The Inland Revenue is not slow-- 
and quite rightly -to take every advantage which 
is o])on to it under the taxing statute's for the ])ur])ose 
of de})leting the tax])ayer’s ])*Ki<et. And the taxpayer 
^is in like manner entitled to he astute to ])revent, 
]Sf) far as he honestly can, the d(‘pletion of his means 
iby the Revenue” (7V<.e Lord Prc.'fitkoil (Lord ('hjde.)’ 
in Ayriihire Pulhmin Motor Serricefi and David M. 
Jiitchie V. r././i. (1929), 8 A.T.C. o.'U, at p. 537). 

The ])enalties for evasion have .dnaidy be('n outlined, 
and in eases where a ]n-aetitioner is ealleil in to tleal 
witli a hack duty ” cfise, Ik' sliould make himself 
thoroughly familiar with the exact words of the 
sections of the Act to see which ])enalties are relevant. 
'Where fraud is absent, only §§ 107 and 222 are 
relevant — see also § 23, 1923, however. 

It is under § 222 that the (commissioners of Inland 
Revenue derive tlu'iv ])owers of “ bargaining,” whereby 
^an agreed lump sum ])aynient is aeee])ted in settlement 
;of back duty, interest and penalties. 

Students are often at a loss to understand how the 
Inland Revenue Authorities can open “ out of date ” 
years, when § 29, 1923, enacts that assessments may 
be amended, additional assessments made, etc., only 
within six years after the end of the year to which 
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the assessment relates, or the year for which the person 
liable to Income Tax ought to have been charged. 
The penalty provisions provide an answer — ^the tax- 
payer usually prefers to pay the back duty and interest, 

' with a sum by way of mitigated penalties rather than 
be gjplfted in the possible penalty under § 107 — 1918, 
.or § 23 (2) — 1923, of £20 plus treble the amount of 
tax which ought to have been paid for each of the six 
years within the time limit, and possible publicity 
if he is prosecuted. Moreover, the penalties imposed 
by § 107 (1) and (3) are incurred not merely by non- 
delivery of a return, but by delivering a return which 
is not true and correct {Attorney-General v. Till, 
(1909), 5 T.C. 440). 

Where a person who in making a claim for or 
obtaining any allowance or deduction or in obtaining a 
certificate for repayment in respect of relief, is guilty 
of any fraud or contrivance or fraudulently conceals 
or untruly declares any income or annual charges, 
or fraudulently makes a second claim for the same 
cause, then § 30 applies. The words “ treble the duty 
chargeable in respect of all sources of income ” mean 
treble the duty chargeable on the whole income for 
the year of assessment in question, and not merely 
treble the duty on the income still chargeable as not 
having borne the tax {Lord Advocate v. McLaren (1905), 

5 T.C. 110); 7 F. 984) “The offence is not, in 

my opinion, an inaccurate, but a false or untruthful 

declaration A charge of untruly declaring 

seems to me to imply the intention to deceive ” 
{Per Lord Kinnear, 7 F. p. 992, ibid). 

Section 5, Perjury Act, 1911, should be noted, 
viz. : — 
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If any person knowingly and wilfully makes 
(otherwise than on oath) a statement false in a 
material particular, and the statement is made — 

(а) in a statutorj' declaration ; or 

(б) in an abstract, account, balance sheet, 
book, certificate, declaration, eixtry, estimate, 
inventory, notice, report, return, or other docu- 
ment which he is authorised or required to make, 
attest, or verify, by any public general Act of 
Parliament for the time being in force ; or 

(c) in any oral declaration or oral answer 
which he is required to make by, under, or in 
])ursuancc of any public general Act of Parliament 
for the time being in force, 
he shall be guilty of a misdeameanour and shall 
be liable on conviction thereof to irajxrisonment, 
with or without hard labour, for any term not 
exceeding two years, or to a fine or to both such 
imprisonment and fine. 

The common law may also be invoked. 

Section 140 (1) gives relief to a tax})ayer who 
makes full disclosure by delivering statements rectifying 
his omissions and wrong statements, jxrovided he can 
be said to have discovered his “ omission or wrong 
statement.” Where no return has been rendered, 
the tax])ayer is entitled to take advantage of § 140 (2) 
and deliver a proper statement or schedule before 
proceedings have commenced. Section 140 (3) 

authorises proceedings to be stayed where no fraud 
or evasion was intended. 

Fraud must not be confused with negligence. 
Fraud can only be proved “ when it is shown that 
a false representation has been made knowingly, or 
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witlioiit Ix'liof ill its trutli. or reclilessly, careless 
whether it be true or false ” ( Tjord Herschell in Derry 
V. Peek (1889), 14 A.C. 337). 

In cases where the taxjiayer himself docs not 
initiate the enquiries by disclosure, enquiries leading 
to the discovery of unassessed income arise in nianv 
ways. TJio Inspi'ctor may act on the information 
j.’given to him by a eommon informer, or may learn 
/■that the tax])ayer's mode of life is incompatible with 
; the income retunied. Again, the taxpayer’s return 
may disclose new sources of income which lead the 
Ins])ee.t<)r to believe that the taxpayer mii.st have 
made investments out of sources other than savings. 
The Jionest taxpayer in sucli a case can prove' that he 
hasreecived loans or legach's, won pi'izes in competitions 
or sweepstakes, gained money on betting or Stock 
Exchange dealings, etc., and that his returns were 
jcoirect; but if in fact his new capital is the result 
‘of saving undisclosed income, the Insjiector's suspicions 
are ])rov{'d to be soundly founded. 

Enquiries as to the reason for unusual fluctuations 
in gross profit may bring to light tJiat tJie tax])ayer 
has been introducing fraudulent invoices for ])urchases, 
suppressing sales, or manipidating stock values. The 
above instances are by no means exhaustive, but will 
suffice to indicate to tiie .student that the Insjiector’s 
j seemingly irrelevant lists of (pieries on a client’s 
1 accounts are not ahvays so unnecessary as they appear 
'to be. 

Once enquii’ies have been made, the taxjiayer 
must make tlu' fidlcst disclasure, in Jiis own interests, 
j Where he is engaged in trade, certified accounts for 
the year.s involved should be jirejiared, if at all possible. 
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Unfoi-tuiiately, however, the preparation of such 
accounts is all too frequently found to be impossible, 
and the compilation of capital statements (officially 
termed a “ nieans test ”) is then the best that can be 
prepared. Tt is not within the scope of this work to 
ex])lain in detail how such statements' should be 
|(lrawnup^ since that is a matter akin to the preparation 
of ])rofit statements where books are kept by single 
entrv', or whore no books are kept at all, matters 
adequately dealt with in book-kee])ing text books. 

The ])re])aration of such statements is usually 
a matter of the utmost difficulty, owing to the absence 
of reliable information and records. Bank pass books 
are frequently the only available lecords, and these 
are not usually ailequate, since neither do they show 
details of the items entered therein nor do they contain 
any evidence of receipts or ])aymeuts not passed' 
through the bank. 

The following o\itline of a ca])ital statement 
indicates some of the matters to be investigated in 
order to arrive at the required figures : — 


A 's worth at hth April, lOiti — 

Dwelling House at cost .. .. £1,500 

Furniture therein . . . . 000 

Week-end cottage, at cost . . 400 

Furniture therein . . . . . . 100 

Business Assets (net) . . . . 5,000 

Investments, at cost . . ... 10,000 

National Savings Certificatt's, self and 

wife, at cost . . . . . . . 775 

Loans . . . . . , . . . 2,000 

20,375 

Less Creditors . . . . . £375 

Mortgage . . . . 400 

775 


.. £ 10,000 


Net Assets 
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At 5th April, 1933 : — 

Dwelling House, at cost . . . . . . £1,500 

Furniture therein — 


As at 6th April, 192(5 . . £600 

Additions at cost . . . . 200 




800 

Business Assets (net) 

, , 

14,000 

Investments, at cost 

, , 

21,000 

National Savings Certificates at cost . . 

800 

Loans 


6,000 

Deposit Account and Cash 


3,100 



47,200 

Less Creditors . . 

£200 


Loans 

1,000 



— 

1,200 

Net Assets 


£46,000 

Increase in Assets 


£26,400 

Add Personal Living Expenses for the 


period . . 

. . 

7,000 

Insurance Premiums (Life), Income 


Tax and Loan Interest paid 

. . 

1,200 

Losses on Stock Exchange and betting 


transactions . . 

. . 

700 

Loans made during iieriod. 

now 


irrecoveiabJc (not included 

above) 

1,000 


Liduct Legacies received 

£6,000 

Bonus Shares sold-proceeds 700 

Matured Endowment 


Policy . . 

1,000 

Investment Income, Loan 


Interest, etc., net 

5,800 

Deposit Interest . . 

300 

Profit on Sale of Cottage 


and Furmture . . 

50 

Profit on War Savings 


Certificates 

225 


14,075 


Amount to be taken as business profits 

and unexplained income for period £22,225 
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It now remains to apportion this income over the 
years covered by the statement, not necessarily 
equally, as the facts of the case may indicate that in 
certain years the ca^ntal increment may be more or 
less than in others. Interim capital statements may 
be desirable. Statements of total income must then 
be prepared for each year, and the tax computed. 

A certificate of complete disclosure is then usually 
reqidred to be signed by the tax^jayer, and the matter 
of the amount of duty to be paid is then open to 
argument. A reasonable offer consisting of the tax 
under-paid, com])ound interest and, in appropriate 
cases, a sum for commuted penalties, should be made, 
having regard to all the facts and the present financial 
position of the tax])aycr. 

WJion the offer has been acce])ted by the Inland 
Revenue, frequently allowing for payment by instal- 
ments, the taxpayer is required to sign a written 
undertaking that he will pay as agi*eed in consi<leration 
of the Revenue Authorities waiving their rights to 
take proceedings for jienalties, and that failure to 
pay an instalment will make the whole balance 
immediately payable. It was held in Attorney-General 
V. Johnstone ((1926), 10 T.C. 758), that the (Com- 
missioners of Inland Revenue were empowered by § 222 
to accept a sum in composition of ])enalties in this way, 
and that such a contract was perfectly legal and 
binding. 

The following is a reprint of the “ White Paper ” 
issued by the Enquiry Branch of the Inland Revenue 
to those suspected of being liable to back duty, 
recording the practice regarding disclosure : — 
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PARLIAMENTARY DEBATES of 19 JULY, 1923. 

(DAILY REPORTS) 

Vol. 166, No. 100, Col 2518. 


DIRECT TAX. 

(Fraud and Evvsion ) 


Mr. A. M. SAMUEL asked the Financial Secretary to tlie 
Treasury whether it has lieen brought to his notice that there are 
taxpayers who have been guilty of Income Tax fraud and who would 
be glad of an opportunity of making a full disclosure and a suitable 
pecuniary settlement but are deterred from doing so by the fear 
of criminal proceedings ; and whether he proposes to do anything 
to meet such cases 

Sir W. JOYNSON-H K.TvS The questum of fraud and evasion 
in connection with direct taxation is, of course, a matter of great 
importance to the Exchequer, but it is not desired that fraudulent 
taxpayers should be deterred by the fear of ciimmal proceedings 
from making spontaneous disclosure of their misdeeds and appro- 
pnate pecuniary restitution 1 will circulate with the* Olhcial 
Report a statement of tlie practice which is followed by the Board 
of Inland Revenue in the matter 

The folh^wing is the stateiiKuit referred to 

“ Where the taxpaver takes the initiative and voluntarily 
discloses the fact of his past frauds and their full extent and 
is also prepared to facilitate investigation and to furnish full 
evidence (including not only the business books and records, 
but also private bank books), as may be required on behalf 
jof the Board as to the amount of the correct liability, the 
Board will not institute criminal proceedings, but will accept 
' ,a pecuniary settlement. 

‘‘Cases not infrequently arise in which the disclosure, 
though in a sense voluntary, is not made on the initiative 
of the taxpayer 

“For example, the taxpayer ma^ have been requested 
to furnish accounts, or further particulars in connection with 
accounts already rendered, or the production of books may 
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have been suggested. If, in such a case, the taxpayer forth- 
with comes forwaixl with a full and frank disclosure of past 
frauds, this would be aecept(»d by the Board as equivalent 
to a voluntary disclosure to tlu‘ extent that the Bdard would 
not institute criminal ])roee‘edings, but would accept a 
pecuniary settlement. 'Hk' (‘ondition indicated above as to 
a full investigation and the prcKluetion of evidence would 
apply, of course, e(iiially to thesc^ cases. 

“The pecuniary settlement ulueh the Board will be pre- 
' pared to accept amH be determined by reference to the 
circumstances of th(‘ individual eas<‘, and Avill in no case exceed 
,thc full amount of the unassessed duties for the whole period 
(wliether additional assessnuMits are or are not competent), 
plus the pecuniary penaltic's for which proceedings might be 
taken. Due regard aviII be had to the taxpayer’s means, not 
only in determining the amount of the sum to be accepted in 
‘ settlement, but also in fixing the date or dat(\s for payment. 

“ Normally, the Board will feel justified in accepting in 
cases where the disclosure is purely voluntary, ^.c., made on 
the initiative of the* taxjiayer, a smaller sum by way of penalty 
than would be required if the disclosure had not been 
spontaneous but had followed u])on an inquiry by the Inspector. 

“ In some cases of voluntary or quasi -voluntary disclosure 
it has been found that the taxpayer has in past years funiished 
false and fraudulent particulars in reply to inquiries which have 
been made by the Inspector and have been treated as closed 
In such cases the Board do not refuse to accept a pecuniary 
settlement in the event of a voluntary disclosure or quasi- 
voluntary disclosure following 141011 fresh inquiry. The 
previous fraudulent replies w^ould, however, be regarded as 
a relevant circumstance in determining the amount to be paid 
by way of penalty.” 


H H 
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APPENDIX I. 


RATES OF INCOME TAX, SUPER-TAX AND SUR-TAX 
FROJI 1907-8 ONWARDS. 


1907-8 V Earned Income, wheie Totnl Statutory Income 



not more than 

£2,000 . . 


9 

1008-9 

All other Income 

. 

1 

0 

]909-10| 

Earned Income, where Total Statutory Income 





not more than . . 

£2,000 . . 


9 

1910-11 

11 If •! *• 

£3,000 . . 

1 

0 

1911-12 

All other Income 

. . 

1 

o 

1012-13 





1913 14 

Super-Tax, where Total Statutory Income exceeds 

£6,000 




on every £ over £3,000 





Abatement** on above I’kriods 





Nor exceeding £400 = 

€160 




,, loOO 

£160 




„ £000 = 

£120 




„ £700 = 

£70 




From 1909-10 onwards £10 foi each Child under 





the age of 16, whore Totnl income not 





exceeding 

£500 



1914-15 

Earned Income, where Total Statutorv Income 





not more than 

£1,000 .. 

1 

0 


f9 9ff ff 

£1,500 . 

i 



If 9f 99 99 

£2,000 .. 

1 

4 


99 99 99 

£2,600 . 

1 



Unearned Income „ ., 

£300 .. 

1 

4 


II *f * i» 

£500 . 

1 



AH other Income . 


1 

S 


Super-Tax, where Total Statutory Income exceeds 

£3,000 




First £2,600 . . 

. • 

Nil. 


Next £600 .. 

■ ■ . . 


«j 


£1.000 .. 





£1,000 .. 

■ . 

1 

0 


„ £1,000 .. 

. . 

1 

2* 


„ £1,000 .. 

. . 

1 



„ £1,000 .. 

. . 

1 

8 


The remainder 

. • 

1 



Abatements as above. 120 for each Child under 
the age of 16. where Total Income not 
exceeding . . 


£500 
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Fiscal Ybae, 1915-16. 


Wheit* 

Totul 

Ini oini' 
•\ei‘t‘(ls I 

1 

1 And 

1 does noli 
exceed ' 

. 1 

Untie ol 
Ini onie 
Tax on 
Lamed 
Iiieoiiie 

1 Hate ol 
, Income 
' 'I’h t on 

1 rneinned 

1 liKome 

Miate- 
1111 lit 

^ ! 

£ i 

S 

d 

S 

d. 

£ 


130 . 

Nil 

. Nil 

- 

130 

300 j 

1 

9 1 

2 


120 

300 ' 

i 

400 i 



2 

9.^ 

120 

400 

500 ; 

1 


2 

9*1 

100 

500 

000 

1 


3 

0 

100 

(.00 

700 i 

1 

q.| 

' 3 

0 

70 

700 

1,000 , 

1 

<1-! 

1 * 

3 

0 

Nil 

1,000 

1,600 

2 

3 

0 


1.500 

2,000 

2 


3 

0 


2,000 

2,500 ■ 

2 

9.^ 

3 

0 


2,500 

3.000 

.3 

0 

3 

0 


3.000 


3 

0 

3 

0 



VdilitioiiHl 

XitHU-'IllPlll 


I 


Sni)('i-Tii\ 


til I'Hi li < liiJd iiikU'i j Nil 

Hi, iit coiiniiPiici*- 
iiu'iit. Ill voin of ! 

II '<si>ssim>iii, 

nIi 


On Idt £2^500 




s. 

d 

Next £500 


K 

.. £1,000 

.. 1 


£1,000 

.. 1 

t 

.. £1,000 

. 1 

1( 

„ £1,000 

2 

‘ 

£1,000 

’ 2 

( 

£1,000 

. 2 

li 

„ tl.OOO 

.. 3 

S 

£10 000 




Oil the balance ( 


Fiscal Ykaus, UlHi -17 and 1917-18 


i £ £ 


- - 

130 

Nil 

Nil 


— 

1 30 

300 

2 

3 

3 

0 

120 

il'i eiLi h 1 liiiil uni 
Hi, lit eiiinnieiK e 
iiient (it \pi)i ot 
asM'ssnient 

300 

400 

2 

3 

3 

0 

120 


400 

500 

2 

3 

3 

0 

100 


500 

, (iOO 

2 

fl 

3 

6 

100 


600 

700 

2 

6 

3 

fi 

70 


700 

1,000 

n 

6 

3 

(i 

Nil 

Nil 

1,000 

! 1,500 

3 

0 

4 

9 i 


• f 

1,500 

2,000 

3 

8 

4 

6 ! 


99 

3,000 

; 2,500 1 

4 

4 

5 

0 


99 

2,500 

I 3,000 ! 

5 

0 ! 

5 

0 


99 

3,000 

’ ! 

! i 

5 

0 i 

5 

1 

1 



Nil 


; On let 12,500 .. ] 

s. d. 

Next £500 .. 10 

„ £ 1,000 . 1 2 
„ £ 1,000 ..1 6 
„ £ 1,000 .. 1 10 
„ £ 1,000 ..2 2 
„ £ 1.000 ..2 6 
„ £ 1,000 .. 2 10 
£ 1,000 ..3 2 


£ 10,000 



484 


RATES OP INCOME TAX. 


Fiscal Yeabs, 191S-19 and 1919-20. 


Where 

Total 

IncoiiK' 

exceeds 

\nd 

docs not 
ex( Cl d 

Ihili lit 
Iiii (line 
'I'll X on ; 
l'’anied 

liatc ot 
Inionn* j 

1 'I'lix on > 
I'nc.iined 

\lldtc- 

iiient 

Xdditinii.il 
Mifitciiu 111 

hiipi i-'I'iix' 



iMLoine 

III! OMII' 



1 



£ 

£ 



; 

£ 





— 

130 

Nil 


Nil ■ 

- 

j 

i 



130 

300 

2 

3 

3 0 

120 

iiu ii‘ li 4 hild 1111(1(1 
Ih.iil ( oniiiK nccinciit 

ot \Cill ot .|SS(‘S-.- 

iiK lit and ii sniiil,ii 

' Nil 









■iniouiit toi wit ‘ oi 
dc|i( iidcnl 11 l.di\( 




300 

400 

0 

3 

3 0 

120 





400 

500 

2 

3 

3 0 

100 


1 



500 

hOO 

■> 

0 

3 0 

100 





000 

70(» 

3 

0 

3 i) 

7(» 





700 

800 

3 

0 

3 9 

xNil 





800 

1,000 

3 

0 

3 1) 


1 1 1 nn ( ii( li ( liild 

0 XI Indiiii^ iln 

' 









ni^l 1 1 




1,000 

1 500 

3 

[) 

4 (i 


Nil 

,, 



1,500 

2,000 

4 

0 

5 3 



,, 



2,000 

2,500 

5 

3 

() 0 






2,500 


(i 

0 

1) 0 



On 1st £2,000.. 


Nil 








Is 

(1 








Next £500 . 

1 

0 








„ £500 .. 

1 

G 








£1,000 .. 

2 

0 








, £1,000 . 

0 

G 








. £1,000 

3 

0 








£2.000 

.1 

G 








£2,001) 

£10 000 

4 

0 


On tlip haluiKO 4 O 


‘ Foi tl. 

Rubbi'qiUTil cliild, 
be made toi lIu] 


owdiici’ loi lit* WHS t'A iind loi diildim 141) toi liisl diild and t'i'i t»)i r.i( li 
wliiMc llic Itu'onie exceeded iSOi) buL did not ( vi eetl 11,011(1, (.liuiii could ouij 
in e\( css (it tile hist two 


Fjspal Years, 1920-21 to 1924-2r) 

1920-21 AND 1921-22. 

Cjiraduatod settle ot rates ot Income Tax on both bjariied and Ibicarrod 
Incomes abolihlicd, together with giadiiated scale ot abatcinonts. 

Standard rate of Income Tax 6/- in the 1 

First £220 of Taxable liieoiiio 3/- „ „ „ 

Deductions allowed as under — 

10% on Earned Income (raaximi.in £200). 

9/lOtlis of Wife’s Eunied liieoine (maximum £45) 

'^erboiial Allowance £135 (increased to £225 in the case of mariicd 
men). 

£30 tor first Child, and £27 foi earii sLibscqut'iit child. 
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£4ri to a Widower or Widow raainlnining a Female Relative or 
other female to take charge of hia children (From 1924-25 
tins if incK'rtscd to and applies to a Dousokeeper also.) 

£25 to an aeod or iiifirin 'raxpnyc»i , maintaining a Dunghtei to reside 
with him 


£25 to a TaxpayiM' maiiita unrig a lolativo or widowed Mother whose 
Income doi*s nriL cxcrvwl £50 per annum 

£45 to a Taxpayer iiinintaining a FiMiialo Relative to take charge 
of a Urollici or Sister (Kinin 1921-25 this is ineieasod to 

eoo I 


From Income ^Fax payable, tax on preiniunis paid on Life Assurance 
policies on the life oi Taxpayer or his Wife accoidmg to the 
rules (q v ) 


Super-Tax Charged .is from Oth April, 1920 on incomes exceeding £2,000 


On first £2,000 
next 500 
.. ."lOO 

.. „ 1.000 

MIOO 

„ 1,000 
1,000 

„ , 1,000 

.. „ 12,000 

,, 10,000 
,, n niriindei (/ v 


Nil. 

1, () in the 1 

2 /- 

2, »‘» „ .. 

■1/ “ ,» ,, I 

•1| h ,, ,, , 

4.'- ,, ,, , 

4,'<» ,, ,, , 

5'G .. 

ill tei £30,000) (».- „ „ „ 


1922-23 


Standard Rat(‘ oi Ineoine 'Fax .. 5y- in (he £ 
1923-24 and 1924-25 


Standard Hale oi Income Tax 4/t» in the £ 


Fiscal Vi'bVKS I02r)-26 to 1927-28. 

Income Tax 

Stanrlard Hate .. . 4/'- in the £ 

First £225 oi 'r.ixtibli' Income . 2/- ,, ,, ,, 

Deductions alhiwed as iiiidei — 

Olio sixth oi Earned hiroine (iiiaxjinuin 1250) 

Personal Allowance £135 (iiiei eased to £225 in ease of married men). 

Nine tentlis cjt Wife’s Earned Iiieomc (ineKsised lor 1927-28 to 
■;tli.s) iiuixiinum £45 

£3G tor first child and £27 fur each subsequent child. 

£C0 toa Widower or Widow main taming a Female Relative or other 
female 

£60 to a Taxp.iyci iiiaintainirig a Eomalo Relative to take charge 
of a hi other or sister 

£25 T>o an aged or rnfirrn Taxpayer, maintaining a Daughter to 
reside with him. 

£25 to a Taxpayer maintaining a relative or widowed Mother whose 
income does not exceed £50 per annum 

From Income Tax payable, tux on premiums paid on Life Assur- 
ance policies. 
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RATES OF INCOME TAX. 


Super -Tax 


On first £2,000 

Nil. 

„ next 600 

9d. in the £ 

.. 600 

l/“ « »t n 

„ » IpOOO 

1/6 „ „ „ 

If If 1|000 

2/3 „ „ „ 

„ „ 1,000 

3/- ,1 If ,, 

„ „ 2,000 

3/6 ,, ,, ,, 

„ „ 2,000 

4/0 

„ .. 6,000 

4/6 „ „ „ 

II II 6,000 

5/- II II II 

„ „ 10,000 

6/6 ,, ,, ,, 

,, remainder 

6/- ft If If 


Ftscai. ViiVRs 1928-29 to 1929 - 30 . 

As for 1927-28 , savo thal tliw allo\irarico tor ohildron was — 

£G0 for first child, and £.50 for each siibsequoiib child The allow - 
nnce applies to a child living at any time within the year of assessment. 
Sur-tax — see Chapter VI 1 1 


Fiscal Year 1930 - 31 . 

Iruiiiiic 'I'riv 

Standard Kato 4 (» iti tlu* I 

First ()( 'I'axahlc Iticouio , 2 - ,, 

Allowanc< s as foi lOiO-IlO, with Tnnioi n^strict lon on life assuraticf^ 
roll 'f 

Riir-tax -vrr (’lia|)toi \lll 


FrscvL Vkaiis 19.31 32 to 1933 - 10.34 

IneoiLK' Tax — 

Staiidaid Hah' .1 - in the £ 

First £l7.‘i of Taxahli' Fur oim* 2 <» , 

Allow anocs — 

One-iifth of oarruvl income (ma\innini i'.'ltMt) 

Personal allowance 1100 (maiiied man tl.~>0) 

*ths of wife s earned iiuoine (max Ll.l). 

£50 for first ilnld and I4(t (or each othei eUgihlf* ( luld. 

£.50 for hoiisekeepei wdieie role\aiit 
£25 for dependant relative. 

Lifo as.suranee pri'inuims as foi 1920-.'{O 
Sur-tax — 6'ce Chapter 1 1 1 
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APPENDIX II. 


Income Tax- Depreciation Allowances. 

ScUEOULE OF AgKKKI) NoKMAL H VTE.S of DEPRliClATlON. 

[The rates below are on the irntf- a <linrn vhIhv in every case except Shipping.] 
Iiulnstr>, et« I % Xiiture of Fla^t. 


I! ilviTy I 

I 

l>t> u'hinR and Fiiiishni}! | 

J'lonkbiiidiiii; j 

111 .I'xifouiidri!) Einplo) pis' Absoi - , 

i.ilion I 

liin Iviniikiiii! I 


( lipiiiical I 

I 

1 

(l•lll(lies I 

i 


( dill stoics and li’c Mamitartiiip 

( didiir, Paint and ' .ii in'll! Maim- j 
t.K tuiiiiiS I 

(diiiiiiumal Motor VeliicJeh 

Col'll t Manulactunng 


l) ) Plant and inarhiiiprv kpiiliuIIv. (No allowance for Weai and 
to be made iii lesiieet of tin* non-metal parts of the structu] 
ovens, but in lien thereof, the ro»i of repaira and replacen 
and lebiiildiiii; to be ehartied to revenue, but cost ol new ovene 
extensions and enlarKeinents ot existing ovens to bo charge 
(.ipital ) 

7i Plant and maehinerv Kcneralb 

•> Engiiu's, boilers and shattlng 

(ieiieral binding iiuubinerv 
o I Kiigiiies, luiileib and shat ting 
7i I EJeetru motors, dMiamos and other eleitneul plant 
7 I Other ]ilant and m.Mhiiieiv 

5 Steam engines, boilers, .ind shafting , iniving and brick mi 
I inaehiii(‘s 

Ehutrie.il plant (dvnumos, motors, tianstonneis, etc ), crus 
and grinding plant 

No d(‘pieeiation is allowed on kilns, but an allowance Is j 
ill lespect oi the cost ot icpairs, renewals and rebuilding , the 
ot new kilns ami ot exUnisious to existing kilns istiented as ca 
III the ordiriurv course 
l.'i ' Snlplunn .uid plant 

71 , Chemical plant othii than above , ekrtrieal idiint 
r> Other ])lanl 

()1 I liailwav wagons 

lO ' Suilaie ]>l.iiil and mac hiiuTV , other th.in elcitiieal plant 
71 Eleidrical plant at suila<(‘ .iiid nndeigiound plant inatalled In 
|)illai 

1(1 Other uiideigiouiid ]>lanl 

la Hte.un lollies 

‘d(t Lome'. (Iiiveii hv inti'rii.il eoinhiistion engines 

ItVTEs — Additions to and it plac eineuts of plant to be chi 
to capital, piovided that all rejiaiis and renewals and rcplacei 
ol parts which do not destro\ identity of marhine to he all 
as a riVLiniu ilmige I'he anaiigcwiit to have c^flect fo 
veai 1028-29 and suhscciuept vears, and to apply to all moT 
of the Miinim Assoc lat ion of Oieat Ihitain In composite hoaii 
to a])]il\ onlv 1o ])l:int ami ]iiae]niier> within the desenr 
iiieiitioiied The taxpaver must fiiinish to the Ihstnet Tns] 
each vcMr an analysis ot the muiiitenniKe of )dant and niach 
.lec'ouiit, together with the balance sheet ami protit and loss ace 
On anv change over Irom a " renewals ” basis to the “ weai 
tc*ar ’’ basis, the starting figure for wear and tear is to b 
ongiu.ll cost written down as if wear ami tear allow'aneos had 
made lioiii the outset at the agreed rntes 
Steam and gas eugiiies, boilers and shatting 
Elc'Ctric: plant and insulation. 

^1 .V ■ '■ biiig, loose plant, utensils, etc , to be dealt with b> 
. I 1* ii ■ I 

lU ' ilefiigeiatiiig maelimery, i e., compressors, condeiiseis, ice t 
coolcTs, eoiiduit.s, moulds, coils, travellcis, etc 
5 I Engines, hoilc^rs sh.dting, unci storage tanks 
7i I General plant and mueliineiy, ineluding grinding machinery 
; electric motors 

2(1 ‘ INfotur loiries and motor tractors 

Horses, louse tools and utensils, including typewriters (Ren 
allowTil instead of depreciation ) 

Ij Commercial motor vehicles propelled by steam power (& 
lorries ) 

20 Coiiimeriinl motor vehicles projielled power derived from int 
combustion engines (Motor lorries and motor vans.) 

3 Steam riigmes, boilers and shafting 

7i Laundry and cutting machinery •mil electric motors. 

10 Other maehinerv 

20 Motor van- 
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RATUS OF WKAR AND TEAR, 


Iiidubtry, etc 


Nature ot Vlnnt 


Cotton Spiiineis iiiid AI.iiiiiI.k - 
turers. Hvpeuditiiie on .ul.ip- 
tiit ion of plant anrl jnai Iniiei \ 


CienineriM, J)airit> and Ji 
CiLMin Factories 


CnIliTy and ('iitler\ IJIanks 
-MaunUi tine 


l)]op Foigcis and St.mipeis 

l)M‘ing and Fiuislinm 
D\einK and Cleaning, Sec .sle.iin 
Laundries 

Electric; Fiiriniees and plant 
and inacdiinerj iM-d in 
I onncction 


Electiio Light Uiidiutakini!’. 
Embroidery ^LaniifactiiMiii' 


Knginccr's Fret isiiui Tools, 
'Manufactiue of (siicli as twist 
diills, TnlUing cutteis, kmiiici'^, 
tup dies and screwing tackle) 
Envelope Making 


Fanning 


I New s|iiit(li‘s and shuttle at..inds and new iiiig boblniis to be dealt 
I with as ii outhn repieseiited e\penditnie on tiirther supplies of 
1 Oldman t\pe smphis stocks of old t\pe to be allowed to lapse 
I irom stock tigiiie 

I Slev repairs and renewals Whole oiilla\ to be legaicled aa revenue 
' expeiiditiiie 

Ue-wiinling inaibinen N'oiinal t.iles ot weai and leai to be applied 
I New pulle\s, spaie dolb lolleis ainl biackets, warp and weft stop 
' luotiniis, slnittle Imim's evteiicled, lilting two l)o\ motions, pick and 
pnk motions, ioii\eision ot oidiiian looms to nieiilai box looms, 
j pick (uiintc‘is, alld.itioiis to img spinning name's and mnle flames, 
high siH'ed (li.ittiiig and antomatic well ti'ediiig .ittachTnents 
I Onllav to be legaidi-d as capital c'xpenditnii , but per cent 
; cm wiittcm down \aliie to be allowi'd toi tint fne Ac*ars following 
oiitlac Jtalancc leiiiiiniiig to be tieated as process plant on 
' which ordiiiarx late (noim.dh, pei cent ) to In* allowed nnh's!? 
some liiithc‘1 airmgc*nic*nt is made* 

Mc*ain boilc'rs, steam and gas c'ligmes and stuiage tanks 
U) ' HetiigcTating plant fevcvpl ic'eless rabiimts) and boftling and washing 
maibiiws 

III ' Icc'less c‘.ihinc‘ts 

I Otlic*! plant and jiiaclinic rv, me hiding clc'etiic* motoiH 
( rile aiiangenicmt to lia\c* ettent tor imiO-i'Ul and siibsc c(iieTit ^c‘als 
I and to appl\ to ‘ill membcis oi the constituent assoei.ilions ol the 
' National I'Vclc*iation ol l).iii\mc‘n's Associations ,mcl to all membeis 
oMlic Ici CicMin Vssoc latioii ol (bc‘a 1 Ibitain and iii'lancl Loose 
idant, Imi\ e\clc*s, ntc'iisils (c‘hiiins, bottles etc), and piping to 
. lie clc*alt with cm a nmc'wals basis The late oi r» jiei cent loi 
icclc*ss cabiiuds IS subject to ie\iew at oiieli time as e\peiic‘me 
; indicates t.bat ii‘visicm is aicpiopiiatc* ) 

LIcTliie iiiotois giindiiig iii.ic bines, diop liammc'is, |iowi‘i b.inimeis, 
goll lianinicis powc‘i stamps and biitliiig aim gla/ang maolniics 
' \il (dhe I plant and maebmeiv 

I No allowance to be made in lespec*! ot giindmg, (‘mc‘]\, gla/ing 
•ind otliei whecds oi m ic'sjiect ol utensils, belting, elec tiie caldes 
Ol iiiiiiaces, Imt in hcni 1 heic*ol the cost, ot ic'paiis and rcplace- 
, meiils to be* aliowcMl as a cbaige against ie\eiiiie as and 
wlic*ii iiicuiicmI, pioMchd that tbi‘ i‘ost oi .idclilioiis to oi c ii- 
laigements ol siicb wheels, utensils, bi'llinc: c“lc is to be tieated 
as a c.ipital chiige Ul .iddilious to and m placements ot plant 
end inicbiiiciv to be chaigi‘il to capital pioMdc‘d rliat all icpaiis 
and all ic‘nc‘w lie and ic'piacemc nls or p.iils winch do not cIcsIha 
till idc‘ntit\ of n machine nii‘ to bi> allowed as i itveniic* eli.nge 
IjCcIi ol iln const it limit paits ol a ciiticu's iiann* (ec/ beams, 
liiaikc't- shilling and iiulle\s) is to In lic'.ilecl is j sepaiate 
I III 11 bine 

IMant and maiinnen gi'iic'ialh (e\c lulling Inline es wbuh aie di.ilt 
I with cm I II III w ils basis) 

71 j I’laiit and micbiiien gencialh 


Ml pails ol iiiinaee (inc luiliiig li.iiisloimeis swiii li gi ai high and low 
labli coiiiii ctioijs liiinaiis tilting geai and iC‘gnl.itois) but not 
lonndaticms, buildings, naiies bin kits, oi aii\ slioji tools m 
eiiiiipjinm (Kale cm wiittei, down \aliie .iitii ilediii ting all 
.illowanc'es ) 

('abli*s 

1’J.int and macliinen 

F''i\ed plant (engines lioileis, shalting and ge.iiing, .o d iiiotnis) 
(>i‘iieial plant and macbiiieiv 
, Mitiinng miihmi's 

I Steam and gis i‘iigines boileis, slnitting and ]mlle\s 
MliitiicMl niacliiiieu iiielnding ilMi.imus and iiiotois 
I Otliei plant and mucbiiiei^ 


I’l 

20 


I SlcMjn powei, (ibiit aiidsbatling 

I Llcrtrieal powei plant, iiieluiling iljiianios and elc‘c(ric iiiotois and on 
all jiioeess [ilaiil 

Afotor Icinies and motc^r vans 

Ste.im boiIcT'C and engines, iioitable steam engines thic'slimg marhiiies 
I and tixed plant 
j lllec'tiic iiietallnt.1011 

Miiioi loose plant lUid utensils (lleiiewalis allowed instead oi 
depieeiiition ) 

I’etrcil or oil dincMi tiai-tor-eiiltivatois 

Commercial motor velneles propcOled by steam power (Steam lorries ) 

Commeic lal motor vehicles propelled by finw'er dcnvecl fiom internal 
ccmib 1 * n.' (Mol 01 lonies and motor vain ) 

.Nfotoi Cl- ' ■! lestrlctcd to proportionate pait applicable 

to use* ot ear for biisini'ss inii poses 
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Indiistiv. c'ti* 


Nat-iiie of Plaiif 


Fill iiiing 

Filfs and Hasps M.iMuMrlnrj' 


Tn( Ivli* 


M.i\ Spiiin]iii' ,n]i(l WraMip; 
Mielaiul) 

1 1 ( 1 ' k 31 . 111111 , 11 1 III 11 ) 1 ! 

I I'llll .Mllillll! 


1 iiiJiilnic M.iiini.Ktnii’is 


<',is riuli'it.iKiims (not (iuikmI 
' i! ' in iiiihlii 


111 All otIuT tviM*s of tin HI jii.icluniM ^ iunl iinplpjiUMits, iiu'liiilini! pint 
poiiltn and sinnlai poitahle sliods and Inciibalois 
7t i'JistiK inotois, mnidiMK inailiini'n, drop li.uniiii'ix •'oii li.nin 
and stamps 

ut I'llr inttimr and rasp pimduim machines 

No allimani'c to he ni.ide in lespeet ot mnidiim, 'ala 

iial othi‘1 whirls ni m Ti'spert of uteiisiN, helliiis!, > lei’trir la 
oi till nans, hilt in lirii thiTrot the cist ot lepairo .iiid irpl 
niints to hi allowed as ,i ih.iiKe aualnsl irMMiiie ,is and w 
Miiiiiinl. pioMilnl that the cost of additions to oi i nl.iiurinriit 
siiih wheels, iileiisils, hi Itiim, eti |s to hi tli'.ited as a i'.l| 
< luriie \ll .iildit lo'is to and n iwniements ol tdaiit .md luaehii 
to he iliaimd to ia|ii1.il inoMiied Iha* all lep.nis and all reiie 
and leplai I ineiits ot pails whiili do mil ilistno tin ideiiliti, 
.1 iiiaihine aie to he nlli weil ,is a ie\oiiiie ihai'J!e T’ icli Ot 
loiistitiient paits ol a nitlei s tiaine (e i/ . hi aiiis hratl 
•siialtiim and pulli\s) s to tie tieated .is a s|>p,(iati ni.n I 
•j Olhei plant and nuihinen 

0 Knmiies. hoiliis .ind sli.iltini! 

Fisliiinr lioolv mil iml niakiiii> inaihmei\ 

I'll I till niotois 

"i Pl.mt .iml jn.ieliin«i\ fexiepl anessoii ]ilaiit, sin h is iniiis 

eai!is, spools, hellinu diiMin; lopis, d.miiisk i inU des| 
IMtlnns, modi Is, tiiinitiin .iiid lixMires) 
t* Plant and in.iehinei\ ueiiii.ilh 

\ Sliajii powei and sh.illiii'i 

71 Miitiii inotois and olliei eleitiu jil.inl, n.is and oil i nirines fo 
than hieselt\|)i < nmnes), rollei mills, aiitoni.itn w miiiTs, »[ioiit 
ele\atois and eomeviis, with l.ii!',in!r. 

10 ttfliii pi, ml mil niailiiiiei\, meliiilm}! Diesid l\pe inmm - 
'* Kni'iiiis lioileis and shatliim 

71 (lenei.il pl.mt .mil in.iihmer\ .md eleeliie jnolois 

I'l VeliK les piopi III d h\ stiaiii powei (Sti.mi w.ii!oiis .md loiiiis 

-0 ^ellnJes piop,‘]|ed h\ powii diiiM'd lioni mleiinl mniliiis 

eiiuilies (Molm wauoiis ,mil loiiiis ) 

• (i.ii holders 

10 Meleis, looktis, .md u.is lues 


JIandkoKliiol and Liiilnoiilen 
M.iniifaitiiiini! 

Ill instill hum 

Mosieiv 31. Ill'll II tiiiiim 

Hosiery Nil die M.ikmi! 


I lie .mil J'lmhioidei> ,md 
Hiisim Maiinl.ii liiimu 
ladies' ,md rinldnirs ('lolhini! 


L.iiiiiiliiis, Meaio, Si'p Sle.mi 
I .miiiiiii's 

laiioleum .mil Flooidoth 
ll.miil.li tiiiin;! 

3 I.)i lime Tonis Maimlai tun is 
0 \i hisiM' 'll nimdiiiu or simi- 
l.ii Jiini limen ) 


31ailius 3J.iniil iitniinu' 

Mamies and I.adies’ Clot him! 
31.inma(tiiieis 

3Iatili 3raiuil.iitiiiim! 


3lotor Oiiniihiises 


Fim d fil.mt teiiiiiin ^ hnileis di mn i/eai lint and jiioloi- 1 
SlitehiiiL' mailiiiiis 

i'lM'd ))l.mt (eiimii >s hoili Is sli iii'^, ite.iim'4 .md motoi' ) 

Memstiii hum m.o him i\ 
liimim s hodi Is ,md sh iilmi! 

Pioioss pi, ml 

Sle.mi .md itas i iimms Imili is , 

Kill till molois 

3i.mii:aitiiiiii<i m.ii him i\ 

Pl.mt ,mi| III II him i\ 

Knitims hnileis and shaltiii'i 
Kiel till iiiolois 
(h'lii 1 d luoiiss pi, ml 


Kimmes, hoiliis.md sh.iliiinr 
71 Othei pl.mt and m.o him i\ 

10 Diesel eimim s 

I Me.iin en<.'im' hoileis ,md sliaflima 

71 Othei pl.mt ,md m.iiliinef\ (iiuliidmu eleitiK.il) 

\dilitions to •md lepl.i'M ments to he ih.imed to i ipil.il pio\ 
that lep.Mis iiiiev.ils ,md lepl.ieemenls whieli ilo mil ili > 
the ideiilitx ot tin inn hme sh.dl ihe allowed as a I'-Mime di. 

No allow .line loi wiai .mil teiii to hi made iniispnt ot tmii. 
hill in lieu tlieieol i ost ot refi.iiih, leplaiements ami lehiiil 
to he diarmil to leu'ime, pioMded that addition il turn 
and evleiisioiis .md nilaii!e]m iits ot eMstiin; tin nan's dia 
' toiapital 

71 ('"iieial (d.ml .md jn.idniien 

o Ciimiii's, hoileis, .md sli.illiim 

7i ' Kleitni jiiotois 
10 Oeiiei.il ]ii.idimer\ (proi ess idaiit ) 

~t Steam eni!mis, lioileis .mil hlialtiiu!, .mil on Lillies, wondiullitni 
wa\-t.iiii rin.ikini! iiiaeiniierv, iiidiidini! tapei iliunis 
7 1 (leiieial pi ml and mai him i \ , ineliiihns? elei trie d\ iiamo*, .mil mo 
iiiiitdi makiinr, spliiit-le\ellinK and de.innis, ami hi)\-fi 

jii.u hulls 

liO Motoi loriies and motor \,ms 

20 3rotor omiiihiisiM di.ile doi^ not apidv to lommerual im 
\ehl( li s ) 
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IndtiMn, etc 


Nutiiie ot Pldiit 


^lotor Panteclmicntis.uifJ Kornev 


Municipal KlntiKitx l^idci- 
takiDRH (Dojitc^tii V])iili.wici's 
on Hire) 

Musliii 3I.iniil.ii liiiiiii: 

Nall Making' 

Needles nn<l Fisliiii >4 TaiKlu 
Maniil.'ii tiiiiim 

Newspaiici i’niitiiii: 


I'.inlciliMKim" Miitui 


J’apei M..kiii« 

J\iper J!o\ .M.ikjii 
I’apci Mills 

J*iy Iron A Steel M.imil.w tuicis 
I'lintinK 

Jlailwav W,iu!i)ii'< 

Saw MilN, rmitiei 
Siottihli .Awk i.itioii ol M.istd 
Uakers 


Sliiiipui}: ■ h(‘hm 
Shoe and ^)l|lpcl M.ikiiiu 


Silk Maiiulat tin ini' 


Steam Lnuiidu .iiid Ddim' and 
Cleaning 

SMithctK liM-lult" Maimlai- 
turcis 


Tailoring Tiadi, UeadN-iiiade 
and AVholc'«.ilc I’xsiioke Men ^ 
Beavy I’lnthing 
'JaM-c’abs (lloiilile •^lllrt) 
Timber Good>, Maimlactiirei'i 
of, Timber Merchants, S.iw 
Mills 

Tiackless Irullc' Ojnnibiiie'i 
Tiamwav^ 


Wrought Iron lndii'iti\ 


Motor laintechnitoiis and lorries (Does not extend to horse-drawn 
liantechiueuut>, loiiies oi to “lift" panteehuicoiis, wiiich are not 
a fixed ftortlon ot a motor ) 

-0 Cookers .ind kettles 

15 lletrigeratorh, w.ishing inaehine'*, washing boilers and water heaters. 

10 Othei apiiaratiis 

Flaiit and madunen 

All plant and jiiadiiiieis 

Kncines, tioilers and shatting 

('Toehet, tihhing hook and lod-nlaking maehiner> 

Kleetrn motors ami needle-makiim Jiiadiiner\ 

Engines, hoileis and shall mg 
Piiiding and hmding madimes 
10 T\pe (it not dealt with h\ wu\ ol lenewal.s) 

'.1(1 Motor paiitediiiK oils and loines (lines not extend to hoisc-drawn 
panteehiiieoii'., lonies or to ‘ lltt ' panteehnieons whidi are nob 
a tixed portion oi a motor ) 

Kiigiius, hoihis and shalling 
Kleitrn inotois and gem Till plant 
Motoi \aiis 
IMaiit and maeliinen 
-0 Motoi \nns 

5 Madiiiien woiking d.i\ oiil\ 

Maehineiv woikiiig iia\ and night 

71 IManI and m.idiiiiei\ geiiei.ills (e\dnding tinnaus, bill including 
plant and iiiadnnen amillaix to liiinaees) 

5 Mnginis. boileis and slialting 

7i I'linling and binding luadniies 

!(• 'l^pe (if not dealt witb l»\ w,i\ ol lemwalh) 

6i Kaiiw.u w<igoiiH owned h\ tiadeis 

(in the case ot wagons owned b^ railwa\ eompnnies tlic methoil 
adopted is to ahow the ad.ii.il (ost ol lenewals ^ea^ bv \e.ir ) 

() Plant and maeliiiieis (No allow.ime toi wear and tear lo be made 
in lespect ol tbe non-inet.il |).iits ol tin stiiielnre ot oveiw, but 
in lieu tin reot, tbe tost ot refiaiis and leplaeeineiits, and rebuilding 
to Im> diaiged to ie\enue, but eo^l ol new ovens and extensionn 
and < niargejnents ot ixisting ovens lo be diaiged to eajntal ) 

Kngiins boileis and dialling 

PioKss |)Iant 

Motor vans and loiins 

Steam (iigines boileis and shilling 

7i Geneial plant (iiidiidmg winding, tliiowiiig, doubling and weaving 
madimeiv) eleitiK iiio<ois 
lU Sewing braiding ami knitting III, idimi s 

Plant .iiid iii.idiimiv giini.illv 
-h Motoi vails 

( IjOcomotiM's 

llaifwav w.igoiis (oidm.in) boilci.s sliani eiigiins dialtmg, roal 

liamlliiig plant and leed piim|is 

Hails or lailwav sidings 

Fieetin iimtois dvnamos n e-niakiiig plant (excluding steam power 
plant) ami opeii-i iilw.iv wagons used loi deleterious substances 
Otiin plant and niadiineiv 

Ailditioiis and replaeejiieiils t) be diargod to capital, 
provided tli.it repaiis, renewals and leplaeeimnts which do not 
destrov the idi'iititv ol tlie inaehim’ Hh,]|l be allowed hr a revenue 
chaige Kadi ol the ( niislitiieiit parts {e >f , ^als, anto-cUves 
etc ) ot a “ batterv ’’ eoiisliliiling a single unit and each rail of 
railvrav sidings sliall be takiui lo be a separate niaeliiue 

No allowance to be made toi nitric and plant, oi plant coii- 
sishiig ol glass silua, eartlienwaie or other similai inatcnal as 
distimt. from metal inpi oi eleitru cables, railwav supngs except 
rails (cost ot lepaiis and renewals to be ihaiged agamst revenue; 


Plant ami in.K binei \ ge 'lallv 

Kngmes, boilers and nain shalling 
71 General saw imlhiig plant and m.ichmerv 
'JU Ti ait ion engines, traetuis, motoi ears and haulage pl.int 

T) 

Peimancnt wav— an allow anee pei mile of track based upon the 
estimatc'd life ot the pcTi laiieiit way 
fables 

Cars and other lolhng stock 

General plant and machincrv, including standards, brackets and 
workshop tool<i 

Plant and machincrv generallv 
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SHIPPING (S/upa of all kinds other than Tnnkvia) 

Ni;w Ships 

(1) As lotrards sailing \(>ss(>ls, steuiiuns, and motor vossols, other tlian 
stoaiiiers and motor vessels doliveied in one ot the years 1917 to 1922, tlio 
normal hasis on which tiie Hinnud allowuncc foi weui and tear may bo 
coiiipiilcd js, subject 1o the t oiiciti leix'o of the ( !oininjsHjonors conconied, as 
follows 

On the pi line cast (< e , the 
anziiiMl c'ost. jaico) of the ship,. 

Saibiii' vessels at |h*i cent | with an addition ol 2j per cent 
Steaineis and inoloi vessids at 1 [mu on that pa.’t oi the jirime cost wdiioh 

ndatits to refin»erating plant and 
iiisiilat ion 


In tlu‘ ( asj* o^’ .1 steainei oi inotoi vessel dt'liveied in one ot tlie years 1917 
to 1922, th(‘ annual allowaine wjli be < oinputiMl upon the basis ol one tweiity- 
foiirlli ot tile diltoienco Iwtween the piiine ( ost anil tlio break-up value {^ee 
paragiaph 111) 'Plus allow'anee is to Ije inereasisl by 2} per cent, on tlio 
prniKo (‘ost ot an;v letrigeiating plant and insulation 

(II ) In no I'tise can a sill jiow’iier Im' rtgaidod asi ntitled to a la/ger uggregato 
allowance oi winii and t<nir than the actual cost to him of the ship less its 
break-up yalue 


(111) The bieak-iip value ot a ship wnll nortually be computed on the basis> 
ol the ainouiit ot one ye<)r's allowance ot weai and tinn (e q , 3 [>or cent 
on the pnnu' tost in the ca-io ot saihnt> vessels, and t ])er cent in the c«lso 
of steuiiieis and motor vessels, i in lu< ling ndiigeiating plant and insulHtion ), 
As regards stiMiniei's ami niotoi ve-isels w Inch weie delivcTiMl in one of tlie yetiis 
19 J 7 to 1922, how’oyei, the bieak-iip values should be computed at the 
following rates on the pi line i ust 

Yoar deliveied Hate ])er cent 

1917 3 

1918 2 

1919 11 

192tt 1 

1921 21 

1922 . 3 


The break-up value computed as above is to remain constant throughout 
the whole life of the ship even wh«*i>‘ the ship is subsocpiently sold and the 
wear nml teai allowances to the new’ ow’iier aie eoininit-cd by n*fi»rciicc to the 
cost of the ship to him (tfce “ Second-hand Ships”) 

(IV) The amount of the break-up value of a shif) is not to be regarded as 
increased by any sums wdiich may have been icgardcd as lapital expenditure 
on the renewal of engines ami boilcis or in res pec I of structural nnprovomenta 
such os the lengthening and stmngthnmng ot the ship The not ainoiuit of 
any such expcndituro is to be added to the original cost of the ship for the 
purpose of computing the aggregate* amount of wear and tear to be allowed 
to the shipowner {see paragraph (II)) Whom such expenditure is incunod 
before the expiration of 20 years of the life of a ship the normal annual allow- 
ance for wear and tear is to be increased by such an annual sum as will 
over the remainder of the period foi which the normal allowance will lequiro 
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• 

to be made, exhtinst hiith ©xpoiiditure , where wear and teai allowances 
liave been made for \c.iih Indoie 192()-27 m icMpcet of sin h expenditure, 
these allowiincc'^ aic not to h(‘ distiiihed but the .nciefise ot the nninial annual 
alluwuiiie tor tiic yeai 19Jh-27 and onwaids l^ to hi* such an annual sum us 
will ovci the icmuinde! or the normal period exliausl the unallowed lailanee 
ot the expenditure Wliere sui li i*x]>endituie is iiicuiied alter tlie 20th Near 
of tiio life of a slup the normal amiiial allowance is to he increased by ‘'Ueli 
an iinnunl sum i\-> wdl exhaust sia h ex^tendit lire over the fieiiod uiveii m tlie 
fouitli column <#t tlie table on ]* lO.'t. lalviie^ tin* of tlie sliip wiien the 
expenditure was iiii'iiired in plan* ot the “ a<^e at dalt ot piiiiJuise” (nrst 
and second eolumiis) r\*i}U that wheie wear and tear allowuncea Jiav’e been 
made for the years before 1920-27 in respei t ot sueb expiaulituie, the uinoiint 
of the additional annual allowance tor the year 1920-27 and subsequent 
years is to be aiich an annual amount as will exhaust tlie unallowed Ijal.inee 
of till* expenditure ov’er tlie period iriv'en iii the foiiitli eoliimn ot tin* table, 
taking the age of thv ship in 192r> m pliu e of the “ age at dale ot piin ba-.e ” 
(V) Where a ahij) is jmreliasiul. sold, oi lost, diiiii j the yeai ot a‘Jse«,smi'nt, 
tlie allow’anee to be made lo I lii* piirehasei, viaidor, or owniw ie*>pi*eti\ i*ly 
for wear and tear for that Near is the pioportional part oi the full annual 
allownnco 

RKFRIGEUATINO i*LANT AND iNSOrATION StEAMKIIS AND JVloTOW Vl-’SsLIs 
(1) The allowanie is iiorinallv to be conijaitcd separatidy tiom the allow- 
aiiee for tlie mill, etc , in oidiT to eiLsiiie (o) that tho allowMiiee in Te-.jM‘it of 
refiigerntinc: plant and in -.illation ceases whcui tin* bieak-iij) vuilne ot sueJi 
plant, etc, is r(‘a( hod , and {h) tliat the aggregate allowaneu niadi* to a 
fihipow'iier in respect ot retimeralim; ]»laiit and insulation does not exi i ed 
the ( ost to him kss the bit‘ak-up v-aliie ot such plant, etc (2) I'ho 
bieak-uf) value is to be i onqaited at tin* rates ior new' ships set out iibov'Ci 
If , iiormnlly at 4 pei lerit If the equipping ot a shij) with rettiger.iling 
plant and insuhilion was eonqileted so that the sliij) was deliveied lo the 
shipowner duiing anv ot the years 1917 to 1922, tlie breiik-iq^ v'alne ot smh 
plant, eti; , is to bi* eompntod by leference to tho sjiocial late,', loi m w ohips 
delivered iluring tliat jieriod Where, liowevoi, a sliiji di'liveied iluriiig 
any of the ycais 1917 to 1922 was equipped with reti icerating plant and 
insulation aiier 1922, the bieak-iq) v’aliie of such jilant, “te , is to he cornpined 
at tho normal rate, i c , 4 per cent (,'J) Wliore rotngeiating ])lant amJ insula- 
tion is added to a slii[) (wiiether new' oi seeoiul-hand) alter the ‘‘ eonstaiit ” 
break-up v’aliic lias been computed, that value is to be increased b\ Hit break- 
up value ot the lefiigerating iilant and insulation A siinilni levision of the 
“constant ” break-up value is to be made on tho occasion ot e.icli further 
addition of sni h plant, ete , but no levision of the “ constant ” break-up value 
IS to be made on account of capital oxjionditure on tho renewal or impiove- 
ment of cxistinq ridiigeiatiiig plant, ete ^4) In tho circumstances indic itod 
in paragraph (111) the anniinl allowaiieo in respoct of woar and tear ut lofiig- 
erating plant and insulation is to bo separately computed on the sanio basis 
as for similar plant in new ships, i e , at the normal rato of per cent hero, 
however, paragraph (IV) {supra) gives a basis more favourable to the 
shipowner, that basis should hi* applied, subject to tho modification that the 
total allow'ance to be spread ov’-er the remaining lifetime of tho ship is to 
be the cost of Ihe additions less the break-up value computed as in 
paragraph (2) above 
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Sj3L'C)nd-hand Ships 

Siihjc*( t to tho coiKnirronre ot tho (Joniiiii'shioiicis (‘Oiiceriicd. tho allowance 
for \ieai and tpdi in tho caso ol a ahip puicliascil socond-hnnd is to be 
palciilatrd hy rotorcnco to (i) tho actual < ost ol tliu bhip to tho f^nviioi For tho 
tiino being, and (u) tho roasoiiahlo o\pi‘(*taiion ol lito of tho ship at tlio date 
of piinhaso fioni the jimvioiis ovviici having in logard tho typo of ship 
ooncornotl 

Apait tioiii thi*> paiagi iipli'« (I) (n (V)applj in I h(' case ol slops [lui chased 
second -iiand 

A>* icL:.ird.s steamships, the scnlt* of .illowamcs given has i'ocoi\cd 

the (is-M lit ol t lie ( *oiincil ol t lu' ( Miami m i iil Shippiei* ol 1 1 if' I nited Kingdom 

St'camshi|is ovi'i .MO \cais to Ix' d(>alt with .u cm dim; lo tlii' liii ts ot oacli 
c ase 

\> ic;:.n(ls a '^Inp ollus tli.m ti stf'.niisliip, the i \|)c( till ion ol lilc depends 
upon I he 1 \ pc and ol 111 1 i onsidci al ions, and ni<i\ he eir.iter oi less lhan that 

glVi 11 Ini sh aill'^llips 

MM II "c .illow.en i ^ < amc into opci.il ion as h oin the \ c.n 1 inchisiv'c 
Njiw SevLi: ok Allowanoks in iinspiicT of SiccoNn-HANi^ Stpiamkhs 


1 ,ll ll.lll 

)M 1 

lit pllK ll.l'^i 

1 lull 1 

1 i'' |M 1 l.il inn 
(it lilt 

1 .V |ii 1 liii nni 
et liti .1 1 Ll 1 
(ll lllK 1 1 MU 
line \ 1 .11 

; l‘inp(ii Ijoii 111 

1 (list It ss l)icnU-ii|i 
1 \ .due Lii l)c w 1 itli 1 
j dll ein ll \C.|I till 
; 1 >• pi 1 I i.il lull 

Ve.lls 

0 

^ CfU S 

1 

^’cais 

Jo 

Ycai 

24 

1 I’lofioilion 
l/2t 

1 

2 

21 

2.M 

! 1 / 2:1 

> 

;* 

2,J 

j j 

' 1/22 

5 

A 


21 

i 1/2! 

1 

‘) 

21 

20 

1 20 

.‘) 

n 

1) 

7 

20 

10 

1 10 

IS 

1/10 

i;is 

"i 

s 

Is 

17 

1/1" 

S 

•.) 

0 

10 ' 

17 

in 

10 

! 1 7 

1 i/ib 

* 11.7 

Ml 

1 1 

I.") 

14 

1 '14 

1 J 

12 

14 

1M 

r 1 .M 

ll! 

i:: 

1.1 

12 

1,12 

l.M 

i4 

12 

1 1 

1 11 

14 

1.-) 

1 1 

10 

1 10 

IT) 

1 In 

1 1 

lo 

r 10 

It) 

' 17 

1 1 

10 

1 10 

17 

IS 

1 1 

lO 

1 lo 

IS 

10 

lo 

0 

1 0 

It) 

20 ; 

10 

0 

1 0 

.it) 


10 

0 

1 ‘0 

21 

0.| 1 

! 0 

S 

I s 

) ^ 

2M 

0 

s 

1 s 

MM 

24 

s 

7 

1 7 

24 

2.") 

1 

() 

1 (1 

2.") 

it; 

1 7 

<> 

1 n 

2h 

27 

! h 

, .7 

1. 

27 

2S 

1 

.7 

1 .7 

2S 

20 

1 

4 

1 1 '4 

20 

' .MO 

1 .7 

4 

1 • ^ 

MO 

' 

1 
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IJfOOME TAX, 1931 - 32 , 


o(M) 


(c) Copyrjfrht royalties paid to non-residents. 

As ivRards casos falling within Glass I, where a payment has been made 
after 5th April, 1931, and before 15th October, 1931, and Income Tax has 
>»e(*n dcdu(‘i*'(l by referoiiee to the standard rate of 4s 6d in the £ originally 
impoHed for the year, Paragraph 2 of the Third Sehi^dulo to the Fmauco 
(Xo 2) Act, 1931, provides that anj’ dc^ficioncy in the amount of tax deducted 
(biaiig a dcfiCK'ncy arising by reason of the change in the standard rate) 
shall, so far as possible, bo made good by iia reasing the deduction to be made 
from the next payment, and, if neeosaaiy, from subsequent payments ma<le 
before 1 5th October, 1932, by an amount equal to the amount of tho doficieriey 
The additional arnonnl so to hededm led must he aeeoiintedtortothe Kevenue 
111 till' same manner as Ihe lax (lediieted fiom the original pa 3 ment 

For example, m the ease of equal half-yearly payments of dividends, 
inferest, ek , on Ist July and 1st .Taiuiarv. tax will have been dodueted from 
tlie payment on 1st July, 1931, bv reference to the original standard rat(' of 
Is (id m the £ , tax will, theiefore, bo deductible from the pavment on 1st 
.I.miiai,\ 1932, by lefeienei'. in effect, to a rati' of os fid * in the £ (53 , the 
standard rate for the \ ear, ( fid lo couiiter-lialanee tho insullieiont deduct ion 
in tfulv) 

In the case of eijii.il qiiarfeily pavnients on, say, Ist June, 1st SeptemhcM, 
1st Di’ceinher, ainl 1st Mmeh, tax will have f>e(‘ii deducted from tho pav- 
meiits 111 June and Septembei, 1931. by rc*t(*r(*neo to thc» rato of 4s. fid. lu 
the I, tax W’lll, therefoie, be deductible from the lleeembor pa^mient by 
rcfeieneo, m effect, to a rale of fis jii the € (5s, the standard rale for the 
year, -f Is to < ountc'r-lmlaiK e the insiillic'ient deductions in June and 
Septembei ) 

Where iliori' aie no subscMjuenl paviiicMils of dividc'nds, interest, cdi , 
before loth Oetobc'r, 1032, from \vhi<*h the* adjusting deducticni can be made’' 
Hankers, Paying Agc'iits and otlu'rs, wdio have* made payments since* Titli 
April, 1931, from whic'h tax has been d(‘ductiMl fiy ic^ferc'nco to tlie rate' of 
4s. fid in the L, will be recjuiicwl to furnish to the nominissioncrs of Inland 
Revenue lists eonlainmuf f be names and nddiessos of tlio pc^iscjns to wdiom Iho 
payments have been made .uid the amounts of such pa\meiits 

Class II. --Tax deducted from payments made out of profits or gains 

brought into charge to Income Tax. 

Under this head tall deductions from - 

(a) ((round leiils, efc, secured on projieitv eliarged with tneonie 'f.ix 

(b) Intel esl, aiiiiuitic's, patent rovallies, etc., wholly payable out of 
])iopei(y, jirolils oi gams clmiged with Tmoine Tax 

(c) Iiiterc’sl. payable by Munieifial Uoiporations or other Local Autboritie*- 
to creditors on lales, paid wholly out of profits or gains brought into 
charge to income Tax 

(c/) Fixed-rate* preference dividends (as dotincxl by Section 12 (4) of 
tho Finance* Act, 1930)+ paid oiif ot the jirofits oi gams of Companies 
in the* United Kingdom 

*\VliiT 0 , lnavcM'i tin* .laniiarv pav incnt 1*1 L*itlif*r irrr iIit nr lp‘«a 111 amount than the Julj 
p.iMnciit (e 7 , l>^ i(*asun ot a vanaliuii in the rate ot Mu* ■liviil> ml or tho interest or ot flur- 
tiintioiis in exclhume) tlu* ellcctivt* inte liy refeu-nco to which dedurtion of tax will be madi* 
will not of coiirhi*, be* "is lid m tlie L 

For example, il the* .hih p.iv inc*nt aiiioiiiited to £."> .ind the payment 111 Januarv to £10. 
the tax deduetililc* Lioin the laitei i).iMn(*iit would be equivalent to tax by reference to an 
effeetive rate ot ."is ,hl 111 the £ (i e , £10 at .>s , the standard rate for the year, plus £5 at 6(1 
to make up the .riilv d(‘fioi(*iic'\ , which is equivalent to tax on £10 at 5a 3d In ihe £) 

tThe expression " ti\ed-rute pieferenee dividend ” is di fined to iiiean (a) a dividend 
payable oil a preferred sh.iie »)r stock .it a tixed uross rate per cent , or (ft) w+iere a dividend 
IS payable on a profcircd share or stock p.iilly .it .1 fixed aioss rate per cent and partly at a 
\arialblo rate, such pnit of tluit div'idt'iid us is iMvable at a fixed isross rate per ociit. 
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The adjustment of deductions from payments falling within Glass II 
IS primarily a matter between tho payer and the racipient and does not im- 
mediately concern tho Revenue The property, profits or gams, out of 
which the interest, dividends, etc , are paid, will be fully taxed in the ordinary 
course and the Revenue will mceive in this manner the full tax to which it is 
entitled 

Provision is, however, made by the Income Tax Acas for the adjusiment 
oi insuihc icnt deductions iii cases falling within Glass II as follows : — 

Where a payment or payments duo after 5tli April, 1931,* have been made 
before l.ith October, 1931, and Income Tax lias been deducted by reference 
to the oiiginal standard rate of 4 h. 6d. in the i, Section 211 (2) of tho Incomo 
Tax Act, 191H (as atiiendcd by Section 12 (2) of the Finance Act, 1930, and 
by Paingiapli 3 of the Third Schedule to tho riimnco (No. 2) Act, 1931) 
authollsc^) the payor of ground rents, interest, picfcrence dividends, etc., to 
adjUht the ])i’i*viouR uikIci - deduct ions of tax by making coricspoiiding extra 
deductions fmin the next siibsc(|iicnt puvinonts of giuurul lent, intorost, etc 
Thus, in the i use of e(]iial half-ycarlv pavmonls j)f clobonturc interest iliio on 
1st July and 1st Janiiar.v, tux will have bei'ii dc'iluctod from the xioyment 
on 1st July, 1931, by Kdcrenco to tho original standaid rate of 4s. Od. in tho 
Jb , the ciuupuny will, tluuvforo, bo entitled to deduct lax from the jiavuiont 
of lutcri'st on 1st January, 1932, by reforem-e, m offt'ct, lo a rate of 5s 6d. 
t 111 the t (5s , the staiidar<l rate ot tho year -j- fid to counter- balance the 
iiiMiffit lent deduction iii July) 

111 the case of equal quarterly payments o( interest tluo on, sav 1st May, 
1st August, 1st November aiul 1st February, tax will hav’o been deducted 
from tlie payments m May and August, 1931, by refenaico to the original 
staiulaid into oi 4s 6<1 in the £ , the conipaAy will, thereturo, be entitled 
to flc’duct tax from tho Nov’einber payment of inti*rest. by lefoieiice, in effect, 
to a rate of 6s in tho £ (as , tho standard rate for the ycai, -f- Is lo counter- 
balaiMc the insiiflicieut deductions in Mav and August) 

Ji there is no fuither payment of ground rent, ititorost, <‘te , the payor is 
entilk'd To icc<»vei the ainouiit undcr-dcdiu ted directly from tho recipient 
<ii tlie payment fiom which the iiisunii loiit dediit tion, bv leferonce to tho rate 
of 4s 6(1 m the £, was made. 

Ordinary dividends paid out of the profits or gains of Gompanies 
in the United Kingdom. 

As icg.irils all dividc'nds other than fixed-rate preference dividends *’ 
the position lb as follows 

'Hk Incomo Tax Acts do not authorise any subsequent adjustment in 
K'specl ol uiuler-doduction of tax, but provide (Subaeetion (3) of Section 12 
ot the Fmaiicc Act, 1930) that 

whcie on payment of a dividend (not being a preference dividend 
Within tho meaning of this section). Income Tax has, under Rule 

■ 20 of the (ion(*ral Rules, been dodutied therefrom by reference to a 
‘ btandard rate of tax greater or loss than the standard rate for the year 
” m ^^hlch tho divudoiul beiaiiic duo, tho not auiuuiit loceived shall, for 

dll tho purjiosos of tho Income 1’ax Acts, bo deemed to represent income 

■ of such an amount as would, after dedu(‘tion of tax by reference to 
the standard rate last-inoiitioned, bo, ccjiiai to tho not ainoimt received, 

** and for the said purjiosos there shall in respect of that income be deemed 
‘ to ha\’(‘ been paid by ileduction fax of such an amount as is equal to 
+hc amount of tax on that iiicoiiio computed by icferonce to the 
• standard rate last-meiitionod '* 

*lu the case ot fiMi duties, boad interest, etc , payable in icspet't of lands and hentaRes 
ill Siutland, deductions in re«»pcct of Income Tax made tioin any pavmeiits due tor the period 
ending on 15th Ma> .m* to be luadi at the rate in force at the comiuciiceinent of that period 
tC.f. tootnotc on page 61K». 


11 
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INCOME TAX, 1931 - 32 , 


Thus, 111 the case of an ordinary dividend of £50 payable on, say, 1st J uly, 
1931, from which tax was deducted at the original standard rate of 4s. 6d. 
Ill the £, the not amount received will have lieen £38 15s. Od., and the share- 
holder will be deemed, for the purposes of Income Tax (and Sur-tax), to have 
received income amounting to £51 13 . 4d., and to have suffered tax, by 
deduction, amounting to £12 18s. 4d. [£51 13s. 4d. less £12 18s 4d (tax at os. 
in the £) leaving £38 15s Od., the net amount actually received]. If this 
•dividend was received by a shareholder entitled to claiiii cnmpleti* relief 
from Income Tax, ho would be able to obtain repayment of £12 ISs 4(1 (the 
tax which he is doomed to have suffoied upon income arnduntiiig to £5 1 1 3s 4d ). 
ISirnilarly, if the shaxcholdoi is liable to Sur-tax, the amount to be ineUidiMl in 
his statement of total income will he £51 13s. 4d. 

If further information, such as the Board may bo m a position to furnish, 
IB desired in particular cases, application should b(^ made to this Oihee 

T am. Sir, 

Your obedient Servant. 

C’ (JOHDOX SPUY, 

Ser/effi) V 


VAUIATIOXS OK ASSESSMENTS 
CoNSKglKNT I I*()N THIS PASSlNCl Oi KlNANClS (No. 2) A( T, 19.31 

'Hie aiiiouiit' jiayable liv virtue of any assessment made ht'lore (he passing 
of tho Act IS, by viituo of the Act and without more, to be tr»*at(Ml .lis vaiied 
to such an extent as is necessary to gi\e -'ffcct to tho ehaiig(‘ in tlie standard 
rate (§ 6 and Third Schedule fXo. 2), 1931) 

Where relief from Income Tax for 1931-32 has been gneii to any individual 
and the amiunt tlK'icof is incorrect by reason of the amciK linen ts in tho 
Keliofs and Allowances, tho assessment is to be tiealed as vaiied autoinati- 
cally to give effect to tlu’i amendments and any cxc-i'ss iclief so sixt^n may, 
af necessary bo assessed under Case VI, Schedule D (§ 8 (2)) 

If the amount of tax payable is increased by virtue of tin* dineiidnu'iils, 
tho Commissioners of Inland Kevenue must give notice of tlie tacts to tho 
person affected (^ 9) 

On tho conversion of Oovoriiinont Stocks, any poison (((Mlnm m secuiitics 
as pait of Ills tiading activities who exchanges sec unties to which ho is bene- 
ficially entitled Jor other securities is to be treated lor Income Tax puiposcs 
(except as regoi'ds Income Tax on interest) as if tlio exchange had nut taken 
place, ^.e., no taxable profit can arise on tho exchange until the new seciintii's 
are sold. But he may give written notice Avithin twelve months after tho 
end of the fiscal year in which the conversion takes place that he desirot to 
be assessed on the conversion (j^ lU). 

This applies to the coiiveision of 5% V/ar Loan, 1929-47 (§ 16). 
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APPENDIX V. 


RATING AND VALUATION ACT, 1925. 

24. (1) — For tho purpose ot the inakiu^ or invjsion oi valuation lists 
under tins part of this Act, the following proviuons shall have effect with 
respect to the valuation of any heruditaniont other than a hereditament, 
the value of which is ascertairiod by roferenre to tlie accounts, receipts or 
profits of the underbakiii^ carriod on therein — 

(aj All such plant or machinery in or on the heiodiiainont as belongs to 
any of the classes specif ictl in tho 1’hird Schediilo to this Act shall 
be doeniod to bo a jiart of the beredit ament. 

{h) Subject as aforesaid no ac( ount shall be taktMi of the value of any 
plant oi machiiioiv m or on tho horodit ament 

THIRD SCHEDULE 

UiAssi-N oi' and IMant to iik dki.mi-d to ui^ \ tvut 

OK THK H KRKD 1 lA M IJNT. 

(1) — Machiiieiy and jilant (lojy(‘thei with tlie sliaftiit^ pipes, eables, wires 
and other appliances and structuies accessory thereto) which is used or 
uilciidcd to be used mainly or exclusively in connection with any of the 
following purposes . — 

(a) Tho generation, stoiagct, piimaiy tiansfoii nation or main iians- 
mission of power in oi on tho lieM'ditamoiit, or 
{h) Tho heating, cooling, ventilating, lighting, draining or supplying 
of water to the* land or buildings of which the hereditament' ccuisists, 
uT the protecting of the heioditament from fire 

Provided that iii tho case of iiiuchineiy or plant which is in or on the licre- 
ditamoiit for the purpose of iiiaiiufacturing ojiiuations or trade proeosses, the 
fact that it IS used m connection with those operations or processes for the 
puipose of heating, (tooling ventilating, lighting, supplying water or pro- 
tecting from fire shall not cause it to be treated as falling wo thin the classes 
of machinery or plant specified in this Schedule. 

(2) — Lifts and clcvatois mainly or usually used for jja'^sengers. 

(3) — Railway and tramway linos and tracks. 

(4) — Such part of any plant or any combination of plant and machinery, 
including gas holders, blast fuinaces. coke ovens, tar distilling plant, cupolas, 
water towers with tanks, as is, oi is in tho nature of a building or structure. 


1 1 2 
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BANKRUPTCY REGULATIONS. 


APPENDIX VI. 


i! WKHri’TCY Ki:(!i;jATl(>XS 
Claims i ok 'I'axds 

Ko^ulatitjiis jis Lo tlii* tioatiiKMil in bHiikiiiptcy ot rhiiriis ioi l.ivos :ip;reiMl 
bt'tMi'Pii tlio Houiil of Tiatlo and Uic Coiniiiissionors of Inland Kovenuo 
Tlioao aro to bo siihstitutod ioi the provisions of paragraph 20 of Tr. C'lic'ulni 
Nu 4, wliK'li is iSdiiod to ovoiv trusteo in bankruptcy on his aj)pointniont 


1 — Proofs may be madi* (or tlie toll amount of incoino tax and siir-Lax 
assessed upf.n tho debtor at the <lale of the reei‘i\ mg order tor tiie year of 
assessment ending oth ApiiJ next uftei that dale and such tax will laiik foi 
dividend 

1 — Ih'oofs may bo made for ineome lax and siii-tax (iiicliiding su])(*i-ta\ ), 
assessed iij^on tin* debtor at the date of receiving order foi a yoin oi veais 
piior to that in w'hieh the ord<‘i is ma<l(' and such tax will lank for dividend 
except so far as it is tax payable in piioritv under Section IKI (1) of the Bank- 
runtr-y Act, 1911 

.'I — Proofs may b(' made foi land tiix assessed upon the debtor at the date 
of the lecciving oidei and such lax will lank for dividcaid except so far as it 
IS lax pavable iii piioiit^> undin Soetioii 33 (I ) of Ihe Bankruptcy Act, 1914 
Provided that where the receiving order was made piioi to 1st Janiiar\ in 
the year of assessniciit, piools will not be made, oi, if inado, will be w'ltlidrawii, 
it on the said 1st •lanuaiy the propiaty in respi*et of wdiich the land tax la 
assessed is oeeupicd bv a person other than tho debtoi or the trustee in bank- 
ruptcy 

4 — (tf) When the leceivmg order is made on oi after 61h April in aiu' ’vear 
but before a le&oliition has been passed bv the House of Coinmons m Com- 
mittee of Wav'^ and M(‘ans iinjiosing ineoine tax and snr-tax for the year 
eianincnemg on such 0th Apiil, and liaving statiitoiv effect under the Pm- 
visional (’olloetion of '^I’axes A( 1, 1913, no proof will be made for any ineoinu 
tax or sur-tax for that \(*ai 

{!)) Proofs mav b(* made foi Aiiy tax iinposod at the dalo of tho receiving 
order, although the assessment ol sii< h tax may be made subsequently to tho 
date of the iirdei The tax wdl lank foi di\ideiid except so far as it is tax 
payable in piioiity under Section 33 (1) ol tin* Bankruptcy Act, 1914 In 
the case of sur-tax nnpospil at the ilatc* of the rect'iving order at a rate to bo 
determiiiod by Parliaiiu*nt t }u'reaft(*r, piool may be mode on the basis that 
the existing rates ol sui-tax aie ic-nnposed In the event of tho liability 
being ultimately altered an amended ]uoul w'lll be lodged. 
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.■». — (a) Where proof has })eoii made foi income tax assesscil upon the debtor 
undei SchednlcH H, J), or E, and it is claimed that the delitor had no incoino 
taxable under such sclicdiilcH, or that the asHOHSinents are exeessne, an 
atfidavit by the debtoi scdting out the giuuiids of claim aeconipanied by a 
(ertifjcate by the trustee in the bankruptcy ni tho terms of the ‘First Schedule 
to these Regulations niav be submitted and iqioii receipt thereof the Inland 
Revenue Authorities will forgo s<» iniicli of the clnun us appears to them on 
an examination of the said aflidavit and certificate to bo e\<*essive Tho 
form to be used foi the yiiirjiose of sm b c laiin may be obtained from tho 
Inspector of Taxes iijion ayiplit iitiun 

(b) In cases i^hore an ailulax it bv the tlebtor cannot be ontaineil. n certifi- 
cate by the trustee in bankruptev nia> be submitted, but the leason lor the 
lailuie to furnish an affidavit iiiiisf be stated in the certdieato 

(c) ('lainis 1.0 K'lu'f iroiii lax on aet (amt of “ l*(Msoiial Allovvant'o ” or 
sueli otluT reliefs and allo\Miiices as undei the Ineonu* Tax A('ts aro dependtmt 
upon u stalenient of total iiu oiiie slioiild be inadt* ht/ thv tlt hioi in I be ordinary 
manner upon forms of declaration wdiicb ina\ lie obtaiiu'd toi tlie purjinso 
fnun the office* of any Inspeitor of Tax(‘s 

In cases where such claims and stal(*iiionls caiiiK)!. b(‘ obtaim'd from tlio 
dcbtoi, the Inland Re\(‘uui‘ iiia\ , ip lieu thereof, iicc cpt a c(*rtitieate from tho 
trustee in bankruptev setting foith the iel(*\anf tacts and may allow such 
relief as tli(*y aie satisfied (ould prop(*il\ liavt* fxs'ii ( lamied by the d(*btor. 

{if) Any vv.iiver of claim undci siib-paraKiaplis (a) and {ft) of ibis Regula- 
tion shall not (*xt.end to tax vvha h the d(*b(.oi was entitled t<> d(*diict fiom any 
mten'st of inoiiev, aniuiif ies,roYaI1 u's oi oiliei sums paid m i(*sp(‘ct of the user 
ot 'I yiatfMit or coyiyiigbt, or other animal payni(*nts 

0 - Where a C’olleetor oi Iiicmuik* Tax has lt*Meil a distiess on tlie goods 
of a d(*l)toi bi'fon* flu* iiiaUiiig of a nsi'iMiig ordei. thi* following conditions 
si lull apply — 

(i) If the (listless has been ( omyiU'ted b\' the sail* oi the goods distiained 
pTior to the making of the icd'iviiig oilier, tlie collector shall retain 
llie yiroeei'ds ol sale, so far as tia* same eie ii(*i essai to sath'^fv tho 
amount for whidi distn'ss was I(*\i(*(l 

fii) If the distress has not b(*en so comy>I(*led, thi* eolli*( tor will withdraw^ 
ujion receiyil of an uiid('rtaking b\ the Oflicial Receiver oi Trustee 
111 the terms ol the S(*eoiid Seliedide to th(*s(* Regulations to trout 
such sum as may be legally due to the lolleitor under and by 
V nine of tla* distiess as a cliaigi* on the yiioc’ei'ds of the goods dis- 
tiaiiHxl on. 

yotes : — 

(a) If the distri*ss has be(*ii lev led within three months next before 
the date ol the ii*ceiviiig ordi*! tlie goods or proceeds w'lll bo 
subject to the charge imposed by Section 33 (4) of the Runk- 
riiptcy Act, 1914 

If an available ai t of baukruyili y has been eominitted by the 
debtor yirior to the Icxying of the distress, nothing will be due 
to the collector undei and by virtue of tho distioss, and he will 
yirove in the bunkiuplcy for the debt foi taxes tor which the 
distress was levied but iimk(> no claim m i(*‘‘jject of tho costs of 
the distiess. 
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BANKRUPTCY REGULATIONS. 


FIRST SCHEDULE. 

Ctaim roR Rkmkf from Assessments of Tncomf T\x under 
Schedules B, D or E. 

The Bankruptcy Acts, 1914 and 1926 

('ourt No of Matter . 

Re 

of ... . . . . ... 

I . tlio above-named debtor, do hereby make 

oath and say as follows ■ — 

That I am justly and truly entitled to be relieved from the payment 
of the sum of £ being the tax payable under the assessment 

upon me under Seliedule . . for the yefli(s) from 6th April 

to 5th April on the following grounds ■ — 

(Here speedy the grounds of elaiin ) 

Swi^rn at 

this day of , lO.'l 

Before me 


Cfrtifk* vti 


I heiebv certify that from an examination of the above-named debtor 
(against whom a receiving older was made on the day of 

1 9 ) and from such (jvidenee, books, accounts, etc , as have been produced 

to me, it appears that if the debtor liad availed himself of the statutory 
provisions for relief there would have been *iio less liability to income tax 
and that, therefon*, the debtor and his estate shmild be relieved accordingly. 

(Signed) . . ... 


Trustee . 


Dated this day of , 19.‘1 . 

• SlnUc out .IS a]iiiio])ii.ife 


I . — Any waiver of claim in consequonce of the above certificate will 
not extend lo tax which the debtor was entitled to dodiict from any interest 
of money, annuities, royalties or other sums paul in respi'Ct of the user of a 
patent or copyright, or otlK'i* annual payincnts 


uotc II — The evidence in supjiort of the claun tor relict should be atlaehed 
to this icrtificate. 


SEC OND SC^HEDULr: 


L'NDLJlTAKlNf. As 'In PAYMENT OF TaxES IN ( ASES Ol' DlSTRI '5'- 

The Bank) Hplry Arts, J914and 1926. 

Re . . 

Ill consideration of your forbearmg to realise and withdrawing from 
possession under the distn^ss which you have levied or caused to be levied 
upon such goods of the above-named debtor as are liable to a distress for 
taxes in arrear due troin siudi debtor, I Hehehy Undertake (without 
prejudice to the rights of preferential creditors under Section 33 (4) of the 
Banki'uptcy Act, 1914) to treat the amount of money for which such distress 
IB available, including the costs wduch you have incurred in the above levy, 
as a first charge on the net proceeds ot any loalisation of such goods which 
may come into my hands, subject only to tho rights of such preferential 
creditors as aforesaid. 


Dated this 


day of 

(Signed) 

Address 


, 19 . 

Official Receiver, 


To. 
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Income Tax Returns ma de by BANKnurTS. 

A trustee in bankruptcy is not entitled to require the disclosure to him 
of particulars shown in any returns furnished by a bankrupt for income tax 
purpobes. The Board of Inland Revenue, have, however, agreed, as a 
result of negotiations with the Board of Trade, that copies of returns rendered 
by a bankrupt may be supplied to a trustee provided he furnishes a specific 
authority in the teims of the draft attached, signed by the bankrupt. A 
trustee should avail himself of these facilities only in cases in which reasonable 
grounds exist for supposing that the loturns made by the bankrupt contain 
information of practical importance 

To HM lnspcct(»r of Taxes, .. 193 ... . 

. . . District 

I have to inform you that on . ..... 

a Receiving Oi der in Bankruptcy was made against me in th(» . ... 

Court I liereby’ authorise and request you to supply' to the Inisteo of my 
estate, Mr. ... of .... 

copies (ti the returns made by' me of my income for income tax purpo.ses for 
the undei inontionod years . — 

Year ending .5th April, 


19 

19 

19 


/Signature 

Address 
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IRISH FREE STATE TAXATION?, 


APPENDIX VII. 


XOTKS ON 

IRISH FREE STATE 

TAXATION. 


1927-28 to 1931-32 

1032-33 and 1033- 

Standaril Kate 

3,6 

5 - 

Keduced Rate Relief — Half Halo on £22.5 

Allowances — 

£100 

Earned Income 

,'„th (max f200). 

ith of 1st £450 
,V1h of balance 
(max. £200 ) 

Personal - Single 

£13.5 

£125 

Mamed 

225 

225 

Additional Peisunal 

Wife's 


Earned In come 

i*',t>is (max €45 ) 

,"„ths (ma.\ 145 ) 

{a) Child — one 

136 

£50 

Others (each) 

27 

150 

(6) Housekeeper 

45 

45 

Dependent Ri'lative 

25 

25 

( )1d Ago 

none 

none 

(a) Child must bo li\ mg at beginning of tax yeai. 


Child’s income must not exceed £40 


(6) Housekeeper must be 

for purpose of looking after elnld, and is given 

widows and widowers 

only 



For 1930-31 oiiwar<lb, the procediiig yeai basis lias replaced tli(‘ ax i*r.igo 
system. Cases IV and V ul Schedule D are abolished, uiid the souico'^ 
included iii Case 111, all income assessable tlieieiiiider being aggregated, 
except those items which are on the roinittances basis, rattle and milk 
dealeis' profits, and eeitnin othei iteiiia Kemittances basis is limited to 
persons not doinuMled m the Tiec St«ite and Free State citizens not oidinaiilv 
resident ttieiem, and certHin Jiive.stments ot assurance coinpaiiies 


SURTAX 

1931-32, IU3J-33and 1033-34 s d 

First tUatU) ml 

Xext lotM) . . (i ,n i 

J 0 

I, otto 1 0 

IJMM) 2 (i 

1,000 3 3 

2.(»00 4 0 

J. OOO 4 0 

10,000 0 

romuindei . . .63 

Sii'KK-'J’A.x 10J7-28 AND 1028-29, SrR-TVx 1028-29 and 1030-31. 

s d 

First £2,000 . ... nil 

Next OOU . . . 0 

1,000 • .. .. 10 

1,000 .1 6 

1.000 2 3 

1.000 3 0 

2.000 . . 3 6 

2,000 . . .4 0 
remainder .46 
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APPENDIX VIII. 

NOTKS ON CORPORATION DCTY. 

Corporation Duty was imposed by § J 1 ( 1 ), (’ustorns and Inland Revoiiuo 
1 _ 885 , owing to the fact lhat eortaiii property', by ivason of its belonging 
to or'^hcing vobted in boilios eoipoiale oi iinineorpointe, escapes liability 
t.Q death duties, and it is (‘xpedu'iit to impose a tliitj thert'on by ^»av of 
< oTupensation to the revenue The duty is leviod in respect oi all leal and 
personal property whieh shall have helonged to oi been vested in any body 
corporate oi uniiicorporate tluring the yearly ])oii()d ending on olh April in 
any year, and is at the late of £5 ijer cent upon the annual value, income, or 
profits of such property aecnu*d to such body eorjiorate or uniiicorporate 
111 the same fiscal jear, aftc'i* deducting ihcrciioin all nccessarv outgoings, 
including the recoivei’s remum^ration, and costs, charges, and evyienses 
propel ly iiicurr**d in the management ot siicb pioy>t*rtv 

The lollowing property is exempt — 

( 1 ) Piopeity vested in or under the 1*01^1*01 or manrigemeiit ni the 
Commissioners of \V oiks or anv Di'jiaitiiicnt ol Covc^rnment 

( 2 ) Pioperly which, or the income or protits wheieof, shall be legally 
appropriated and apphc*d foi the beiadit of the public* at large or 
of anj'^ eounty, shire, boiough, or place, 01 the ratepayeis 01 inhabi- 
tants theriMii, 01 in any inuniK'r »‘\piessl> pioserihed by Act ol 
l\u'hanient 

(H) Pioporty which, or the income or jiroiits W'hc'ieoi, shall he legally 
ayipiopnatcd and tipyihed foi any jairposi* I'onneeted with any 
I religious yiei suasion, 01 ioi any charitable yairpose, or toi the 
piomotioii of education, iitc'ratuie, seiciicc, or the ime arts 
( 4 ) Property of any fnendlv soi'iety or sav mgs hank established aocoidiug 
to Act of Parliament (This does not ('xomyit w^orkmgincm’s i lulis.^) 
(o) Proyieity belonging to 01 constituting the cujiital ot a body eorpoiate 
or iiiiiMcorjioratc^ ailublisht'd for anv tiu<h* or business, or being the 
propc»rtv of a body w’hose cayntal stock is so divnled and hekl as 
to be liable to bo charged *0 li'gacy duly or succession duty ('riiis 
y ('xciiiyits ynost limited coinpanius ) 

((>) Propt»rty accyiurcMl by or with funds vohiiitaiiK contributed to any 
bocly eorpoiate or iiiiincorporate witliin a |)(*riod of thiity yc'ars'^ 
imiiic'diatcly yirecc'ding (Mcmbc'is snbsci lyitioiis a.iid othci yiay- 
inerits made in accoidaiice w’ltli the iiilc*s of the* body art* not 
•dc'emcd to be “funds \ohmtaiilv subsci ibc‘d ”) 

( 7 ) Pioyierty accyuirc’d by any boch coiyioiatc* 01 iiniiicoi porate within 
a period of thirty yeais imuicdiutcd^ preceding where Jegax,*,> duty 
for succession duty shall have hec*n yiaid uyion Oio accjuisitiun lherc*ot 
^ {ihfd ^ \ l) 

The term “ body unincorporal e " iiicluJc*s e\er\ uniiieoryHiratcHl comyjdny, 
fellowship, society, association, and trustee, 01 niiiiibei ot trustees, to or 
in whom respe(*tivc*ly any real or pcTsonal property sliall belong 111 such 
manner, or bo vesteci upon such permanent trusts, that the samo shall not bo 
liable to legac'y duty or succession duty. 

The term accountable officer ” means every cliainberlain, treasurer 
bursar, receiver, secretary, or other oflicer, tiuslc'c^, 01 member of a body 
corporate or uninc*orporHto by wdioin the annual income or profits of propeity, 
in respect whereof duty is c'hargc*able under this Ac t shall be received, or 111 
whoso possession, or under whoso control, the* same sliall he {’ibid. ^ 12 ). 
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'J'he (lut^ IS ronsiclured ns a stamp duty, and is under the care and manage- 
ment of the (\)imni8Hioners of Tnland Revenue, who have the same powers 
and inithorities for the oolloetioii, recovery, anif management thereof as are 
vested in them for the collection, recovery and management of Succession 
Duty 13). 

The duty is a first clinrge on all tlie property in respect of which it is payable 
while sucli property remains in the possession or under the control of the body 
coiporalc lu* unincorporate chargeable with such duty, or of any party or 
parties acijiiiring the same, with notice of anv such duty being in arrear, 
and every such bodj' corjiornte or iinincorporato and every accountable 
officer, IS, to the full extent of the pioporty, answerable for the payment of 
the ilutv chnigcd on it 14) 

Kveiy bodv corporate oi unincorporate chargeable with the duty mufit 
on or before 1st October in ever> yeai, deliver, or cause to be delivered, to 
fhc (Vunmismoners oi then officers, a full and true account of all property 
in respect of ivhich the duty is jiavablc, and of the gross annual value, income, 
oi profits thereof accrued to the same body iii the vear ended on the pre- 
I ceding fifth day of April, and of all deductions claimed in respect thereof, 
whether h\ relation to anv of the heforo-mcntioiiod exemptions from such 
duty or as nocessnrv outgoings 

TJie account must bo made iii llio form piesented by the Commissioners 
and every uccountabJe olliccr liable foi paynicmt of duty in rcsyioct of any 
piopeitv <‘hargeablc is answt‘rablc also for the dt'liv'ery to the Coinmissionors 
‘of the M'tiiin lelatiiig to such pioporty J5). 

JOioiv accountable officer is authorLsod to retain or laiso out of any moneys 
of any body corporate or uuincorporato which shall bi' held by him, or shall 
come to his hands, the full amount of all inon(*ys which he shall pay or have 
paid on a( count of the duty, and all reasonalilo expenses incident to such 
jmviiu'iits 16) 

The ComiiJissioners luav assess the dutv upon tho footing of any account 
reiideied to them, oi if dissatisfied with siieh account may cause an account 
to be tukt'ii hy am peison or ])(jrsons apfiomled by themselves for that purpose, 
and assess tho dutv on th(' footing of such account subject to appeal to a 
court in the same iiiciimcr as in an> ense of Succession Duty. 

If the ilut_> so assessed c^ceeds the duty assessable according to the account 
rcndcied to the Commissioneis, and w'lth whiili they sliall have been dis- 
satisfied, and if tluTc IS no a])j)eul against such assessment, then it is in the 
discretion of tho Cominissioncrs, liaving legaid to tho incrits of each ease, 
to chaigc the whole oi aii\ pait of the expcuisos incident to the taking of the 
bjiccial u( count on anv funds liable to duty as an addition to and part of 
such duty and to lecovca it arcoidiiiglv , but if there is an appeal against 
tile asscssiiieiit, ! lien tho payment of the expenses is m the discretion of t he 
court 

The diiiv Is p.ivablo mimedialcly aftt*r the assessment and notwithstanding 
any appeal thcrcfioni , but m tho event of tho amount of the assessment being 
reduced bv the ordei of tho court, the difference m amount shall be repaid 
w'lth such iiitoicst (if anj ) as the court may allow (tj 17) 

Kvciy body corporate or iiiimcoqioratc, and overy accountable officer 
rc(|iiiicil to deliver any account and W’llfiilly neglecting so to do on or before 
1st Octiibi*! in anv' v oar is liablo to 10 per cent on the amount of duty payable 
in icsppct of tli(‘ propel ty required to be comprised in such account, ard a 
like penalty for e\(*ry month after the first month during which such noglect 
continues. 

Everv body corporate or unincorporate, and every accountable officer 
reqiiiri'd to pay any duty, and wilfully neglecting to do so for a space of 
twenty-one days after it becomes payable, is liable to a penalty equal to ten 
per rent on the amount of the unpaid duty, and a like penalty for every month 
after the expiration of the said period ol tw'enty-one days during which such 
neglect continues IS). 
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The ComiiiissLoners have the same powers m relation to proceedings to 
enforce the delivery of accounts, and in relation to the verification of ai'counts, 
and the proiluction and inspection of books and documents, ns they have in 
relation to Succession Duty. 

Every body corporate or uniiicorporate, dissatisfied with the assessment 
of the Commissioners, may appeal m the Hanio manner to the same courts, 
and subject to the same provisions m, to, and subjei't to which any accountable 
party may appeal in relation to Succession Duty 19). 

In the case of any proceeding in any court for the administration of any 
property chargeable with dut-v tho court must provide out of any such property 
in its possession or control for t.lio payment of tho dutv to tlu' Commissioners 
(!» 20). 

Fetinns. 

E’oims arc issued by tho Secretary to the Board ol Inland Koveiiuc, Assess- 
ments Division, requiring the followmg infoimation 

(1) Situation and description of real and leasehold projiorty, tho name 
of the occupiei and tho gross annual value for Income Ta'c purposes, 
if occupied by the owner, or the gross rental, if let. 

(2) Particulars of fines, loyalties, etc 

(3) Descjiption of stocks in public funds, showing tho pi»riod for which 
Jield in tho year and ilie rate of interest rcccMVod, the names in which 
invested or deposited, the nominal amount hc'ld, and gross ineome 
therefrom. 

(t) Similar particulars in respect of tho jieisonal property, including 
securities for nionc\ and deposits in hank 

Asscf^^jncut. 

Tho licdnlitv IS based on the actual gioss iiicoiiio of the year of asso.ssinoiit, 
ended oth Apiil. but. the accounts ended m tlie y‘ar aro accepted A copy 
cf the accounts should aecom[)ariy tho Kc'turii 

Dnhiction'^ aie allowed for tho follow iiig — 

(1) (hound rent (gross) and mortgage and doheiitiire mtc'rest (gross) 

(2) Iiisuiancc tor the stiucturc^ of tho jiropoity, excluding contents 
(:i) Necessary ropuus to jiioperty charged, excluding imiJiovLMnont.s 

and lopairs to ecjuipment 

l4i JXpciises incidental to tho inanagoiiw'ni. of the piojicrly and to tho 
lealisatioii of the incoiiu* 

(a) The salary of the leceivor, or a ffiii proportion ther(‘or 
(ti) Income legally appropriated to c hui liable purposes and funds from 
piojxTty exempted as already stated in (6) and (7) above* 

CoinpntatioiL. 

The CoiiiputatioQ is as follows — 

Annual \’aluc, Inconio or Profits of Real and Leasehold Pif»perty — 


Property iii occupation of o-wnt'r i 

PropertiV let . . C 

Total . £ 

Vnnual Incoino of Personal (other than 
Leasehold) Property . £ 

Total Propert#y £ 

Total Amount of Deductions Claimed £ 

Net Annual Value, Incomo or Profits £ 


The duty of 5% is computed on tho Net total. 
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Illustration — 

A professional body was ineorporatcd under the Coinpanica Act with 
permission to dispense* \^ith the word “limited'* as part of its name The 
Incoiiioaiid Mxpenditnre Aecoiiiit for the year ended aist Maieh. 193.'1. Wtisaa 


follows -- 



Dr. 


Cr. 


t 1 

t 

'J'o Salaries 

l,.)00 1 By Subscrijitions 

2,900 

CJencral Expenses 

3,000 ,. Interest on Im esimonts 


„ Insurance* — 

1 less tax 

2,400 

Huildmgs ownc'd £12 

„ Rents Received, loss 


„ Ic't 78 

tax 

1,100 

Contents 20 

i 


— 

110 ; 


,, CIround Rent, Ic'ss tax 

15 . 


„ Mortgage Jnt(*rc&t, less 



lax . 

900 i 


„ Schedule A tax 

120 . 


Agents’ ComiiiissioTi 



on nol rents 



„ Exc'css of Income omm* 



Kxjjc*ndjtnie 

700 



tG,400 

L().400 


The Net Annual Value ui the properly lt‘t is 11.200. The investments 
iincUide t20,d00 '^fock, the result of the ( oiiveisioii oJ a siimliir 

lamount ol o*',, Wav Loan piv'en to the society by tbe Will ol a deceased 
jinember ten years before. This stock is, b> c'lection, taxc'd at soiiice 
Compute th«» Coi])oration Dut> pa>ahle toi assuming that tJencM.d 

Kxpenscs itielude tl la rc'fiairs to the structure of buddings 

i 


(h'oss Annual Value of ]m)])erty in oei uputioii 

of ow nei 

580 

(b'oss Kents ic’ceived liom piojieity let 


1,400 

1.9S0 

Annual Jnconu* ol IVr'^onal Property — 

Cross Tnt(*rest Re< ei\ ed 

\;.3,200 


Af vs Exeiiipled bv ^ IJ (7) 

7i>0 




2.500 

4,480 

Deduclions elaiiMed — 

^(Iround Rc'iit 

20 


Moil gage hifeic*st 

1,200 


Repairs 

115 


Insurance 

90 


'Agent's ('oiiiiiiission 

55 




1,480 

Nc*1 Annual Value, clc . . 


£3,000 


Notes — (1 ) Since the Schedule A tax paid amounts to £120, i.e.,taxat5,- 
oii £480, the gross animal value of the property owned is £100 + 'i (£480 — 
£80) - £580 

(2) Since the not annual \ alue of the property let is £1^200, the tax thereon 
at 5/- is £300, the amount deducted from the rent. Hence the gross rent is 
fjo.ioo + 300 = £1,400. 
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1NM)EX. 


A 

ABROAD, 

piDlils, t)t(‘ , o.iriu'il, uw'ssiiiont ol, 91), 97, 9S, il7 rt M-q 

ca'sos to, -:!8 tl scq. 


ABSOLUTE IXTEKRSr, Aob 

M '('orNTANT, 

apiM ‘111 lUKv at appinil ol, 07. 


ACCOrNTS, 

a(l]iistMi(>iii ot, tor iiicoiiio Tav pllrpo'^OB, lit) ct 

.ipjieul, III suppoLl ot, 0(>, 70. 

aiirtioiu'ci'-s, adjustinoiil ol, 248 

haiik^ udjiL'^tintMit. ot, ^oO 

broweiios', ad]ustinout ot, 2o<t 

builders’, 250. 

t (Ml jti(‘(l, 60 

change in, date, 102 

date of, 102. 

doi'iois', adjust iiuMit ot 25S. 
expenses of, 124, 329. 
lailnie to keei), 62 

taini .ihsossmoul , in irUitioii to, 88 ct stq, 
liolf'i, adjust incut ot, 259 
iinpoituiK'o ot, 02 

Dloyd’s II 1 id (M'w riling aycMils', ot, ad|ustiii«‘nt ol, 2().S. 
Jjloyd’s iiiidei wilting svndic atcs', ot, adjii'^tineiLt of, 2b6. 
private schools, adjust iiiciit oi, 202 
product loii of taxpayer’s, on ajipcul, 00, 7U. 

KMit, ticatnient of, lu, 144 
return, in support ot, <)2 
lot urn, where no, 02 
savings tianks’, adjustintMii ot, 201. 

SI 1 loots', private, adjiislniont ol, 202. 
suIk dors’, adjustment of, 202 
s|)e<'iinen, 248 

stockjobber’s, adjiistiiKMil ot, 2 (m. 

ACCRUALS BASIS, 

for sur-tax, 307, 311. 

ACCUMULAPED INCOME, 
under trusts, 352. 


ACTRESS, 109. 
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ADJJITIOXAL, ASSKSSMKNT 

jirovisions to. 71 

ADDITION \L COMMISSIONERS, 

.if)|M>int ii](‘]it ui. 10 

,l-iscsSIIU lit I\\ , 10 

(Inks to fi|)pointni(‘nt ot. 10, 12 

COlMlIlLl ot, 11 

IlllK tioiis ol, 10 

list ot persons ( liiir^ea>)le, <leli\i*ie(l to, 10, 12 

ADDITIONAL PERSON VL ALLOWANCE, 34 

AD.IDSTMENT OE ACCOUNTS, 

a IK tjoiK:(‘i , ut, 248 
Lank', oi, 250 
IjiPUtTv, oI, 250 
builders, 255 
(loetoi, ut, 258 
lintol, ol, 250 

loi IiicoiiK' Ttw imrposc-., 110 vt 

Lloyd's iiiidei v\ I j( 111 ” u^eiit, o|, 208 

Lloyd’s iiiidei vM'jtiii^ syndii ule, ot, 200 

luothod ot, 137 

private .school, of. 202 

-la VITIM'S liank, ot, 261 

school, ot, 262. 

solicit OI ot, 264 

stofk)obhcr, ot, 205 

ADMISSION OE PARTNER, 173 

ADOPTED ( HILD, 

allow .iiK c 111 i(‘s])C( 1 ot, 35 

ad\’an(m:s. (^\sii, 12-> 

ACE ALLOWANl’E. 

, inarju;iiial roliet, iii icspi*ct ol, 33 
ficisoii. oi'cr tn, in i asc ol, 32 


AO ENT, 

assessment ot, 93, 241 

luiyinpr dividends, etc ,toi toi'ei^n state, 93 

j»rolits ot iion-Tesident eliaigi'd on, 241 

rosidont cariviiit; on business eontrollod by non-resicloiii, charged 
as, 241 

AGENT-OENERAL, 
oxomption of, IS 

AGREEMENT FOR SALE, 175, 310. 


AGRICULTURAL SOCIETY, 
exemption of, 364 
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AIR TRANSPORT, 

mliof iTi ro'^ppot of, 424. 

ALDERMKN, 

London (City), CloriHral Coinmi'»'.ioii''m foi. splcctotl by, 8 
ALIMONY, 227. 44.). 

ALLO\VAN(‘E, 

{Sec film DEJ3UCT10NS AND ALLOW WCES ) 

additional [julsumhI, .‘14 

agp, 22 

child, 34 

dopc'iideut 1 plat I VP. ‘17 
4‘ariipd iiipoirip, 27 

hoiihpkppp(‘r, II.") 

Ill Itn'iiiM ot tax. .)() 
litc as'-uiaiKP. .‘18 

iiiaiiipd woman <irid husband, in oa^e ot, 33, 34, .)! 
tnariK'd woman soparatod from husband, in < a'^c* ol. 5b. 
inained wfiman sc'paratcly ussi‘sspd in < asc* nt .'Jl 
non-K'sidpiit , ."iS 
<»ld age. 32 

pcu'soiifd al]ov\ai)<‘p, 33 
icdupod ral(*, ‘18 
icjiaii", pt( . 7.') *( ftcq 
laxriavpr, ovpi (».■), m casn of, ‘12 
wear and Icaii, lot, 130 

ALxMSHOUSE, 

pxomption of, undpr Sfhpdule A, 3t»3 
AMBASSADOR, 

pvpmptioii ot, from Income Tax, 1 8. 

\MENDMENT, 

tissuflsmonl , of, by inspts'toi, 13, 7U. 
rot urn of (vrf B \(^lv i)UTY) 

ANNUAL (^HAROE, 10, 27, 63, 117, 1,50 et scq„ 200, 20‘1, 304, 313, lis. 
328, 344, 409, 455. 

ANNUAL INTEREST. 

(AVr INTEREST.) 

ANNUAL PAYMENT, 

doduption of tax from, 24, 150 et 290, 293, 144, 409, 455. 
ANNUAL PROFITS OR GAINS, 428. 

ANNUAL VALUE, 

bubinoss promisps, of, fleductions on acoouiit of, 119, 144c 

dwelling house used for business purposes, oi, deductions in respect of, J 19 

hoiLse, of, 74 [121, 144, 150, 268 

in lieu of rent, as a deduction, 119, 144 

landlord’s burdens borne by ttuiant, 78. 

land, of, estimation of, 76 

maintenance claims, 77, 80 

mills, factories, etc., of, deduction in ixispect of, 147. 

rent free house forming part of emoluments of, treatment of, 110. 
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ANNUITY, 

Caso 111, uiidor 447. 

(J*u90 imclnr 447 
child, to, 3o7 

dofoiTod, allowaiic-o in rohpett of, 3S. 
rnaiiaj 2 :oineiit oxfituiHos c'laiiii, 375 
not a deduction iiom profits, 117, 120, 143. 
out of Public Itc'vnnuo, asHOHsment ot, 93 

deduction ot tax fioiii, 23, 93p 151p 361. 
Scliodulo C, umlcr. iiasosHmont ol, 93 
Schiidule h', under, assoHRmeiit of, 100, 447. 

Superannuation. Fund, 435 

Sin -tax on, 30S, 447 et seq 

tieatinent in ad|iistjinr pioiit<^, 117, 120, 143. 

voluntary, 101 

APARTMENTS, 

houses lot in, S4, S5. 

APPEAL, 

auoountant’s ri^lil apptsii at, 67. 
aj^i'ut cliaig(3d on pioUt*^ ot non resident, by, 241 
aHsesMinent, Ht>aiiiat, 5, 9, 13, 68, 70, 72, 78, 88, 111, IN 
iiisp<‘ctoi riH’Oives notice of, 13 
eliaugi' 111 date ot accounts, rt J62 
cost of, 124. 

doinieil. tacts as to (Iciieial ('ominissioiiers iindiiig, fiorn, 10, 
niror Ol mistake, in inspect ot, 72, 111, 208, 305. 

Cicneral Commissioners, to, 10, bS 

notice as to hearing of, 12, 13, 
grounds to be stated 69, 30<> 

High Court, to, londiut ol Crown costs 13. 

inspector’s appeal aiice in, 13. 

lute, when allowed, (>9 

management expenses, 374 

mistake, in respect of, 72, 111, 208, 305. 

iion-iosident , 14, 21 S 

notice ot, 12, 13, 68 

right of, OS 

Sehedule B, under, SS 

Schedule E, uiidtus 111 

sur-tax, 306 et aeq 

tax not in dispute to be fiaid pending, h9p 307. 

time for bunging, l)S 

wear and tt'ni, 15, 134 

weekly wage earner, bv. 111, 114. 

APPLICATION, 

late appeal, in n'sjK'ct of, bS 
of income, lt)2 

APPOINTMENT, 

Additional Commissioners, of, 10. 
nasesBor, ot, 9, 11 

Clerk to Additional Commissioners, of, 9, 12. 

Clerk to General Commissi onois, of, 9, 12. 
collector, of, 9, 11 

Commissioners of Inland Revenue, of, 8, 

General Commissioners, of. 9 
officers, of, 8 
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APPORTIONMENT OF PROFITS, 103, 171. 

APPROPRIATION OF PROFITS, 

Income Tax is an, 111, 117, 121. 
not allowod as deductions, 117. 

ARMY. 

otticer oi, assessment of, 100. 

ARRAXtiEMEXT B (13A of 1932), 401. 

ARREARS OK RENT, 83, 84 

ASSESSABLE INCOME, 
cJoniiitiuii ot, 33 

return, in ahseiico oL estimate of, 11, 02. 

ASSESSMENT. 

Additional Coiniius.siuiieis, by, 10. 
additional, pouci to make, 71, 77, 108, 171. 
additional, iiiidcu Schedule E, 108. 
uiiieiidimuit, ot, by iiisix^ctor, 13 

appeal aj;iuiist, 5, 9, 13, 08. 70, 72, 78, 88, 111, 114, 306 et neq, 
inspector leceives uoliee ot, 13, 
as-^essoi, l)>, 11, 63 
a.sMiiance company, ot, 377. 
basis ut, 21 
buddings. 21, 74 

business newly set up, in ease of, 167 

casual piotits and receipts, of, position as to, 428. 

diiec tois tees, ot, 102 

duel tois' tees paid freu* ot tax, ot, 102, 443 

dis< ount oil 'Pieasuiy Bills, ot, 212 

dnulends out ot |nibbi tuiicis paid gross. 21, 23, 2r>, 93, 04, Oa, 212. 

di\idends, out ot public funds paid net, 23, 03 

doiilile. 349 

ciiiplo\ee, ot, 100, 111 

erioi or mistake in, 72, 111, 208, 30.5. 

estimated, where no accounts, 62, 64. 

where no return, 64 
taim ])ro]icrtv. of, 21, 75, 86, 212. 
tinn, ot. 2.-), 173, 175, 176, 227. 
ton*ii;u assiiraiiee coiiipaiiv, ot, 221, 223, 374, 379 
ioii*mii sc< unties, iiicoTiK^ tiom, in respect ot, 98, 221. 
tnr<*u:u set unties ot foreign Iite assuinnce fund, ot, 221, 223, 374, 379, 
foieiLUi stocks, sbai’cs, rciil , ineonio from, of, 98, 223. 

in case of non-resident, 08< 221, 223* 
(general < 'omnnssioiif'rs, by, 9. 64 

house ol aiiiiunl value less than £10, in respect of, S4. 
in nbsfiKC ot return, 64 

iiieome .roin toreign posses.sioTis, of, 98, 222. 

SCI unties, ot, 98, 220. 

lneon>c Tax, of, based on statutory income, IS. 

nmcle by Commissioners, 9, 13. 64 
infants, 331, 351 

inspcctoi's examination of. 13, 64, 65. 
insyioctor’s powers ns to, 13, 65 
interest, of, 21, 93, 98, 212 et seq 
interest on loans, of, 160 et seq 

land damaged by flood, in case of, reduction of, 82, 90. 


K K 
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ASS ESS M EN'J' {coiUtn ued ) . 

land, ill cas(' ol, 21, 74, 86 
landlord, on, under Schedule A, 84 

land not ououpiod wholly or mainly tor husbanrlry, of, 87. 
lite iiisuiance company, of, 872 at ttcq 
list ol persons liable to, 11. 
market garden, ol, 87. 

mairied woman and hiisliand, ot, 27, 51. 819 
meinViei ot Parlianii'iit, m c-d.sc ot, 57. 
minor's itK'oiiK*. ot, 881, 851 
mistake in, 72, 111, 208, 305. 
non-resident, ot, 58, 216 (t seq 
non-residtmi purine isliip, ol, 228 
notice of, li7 
nuisones, ot, 87 
pension, ot, 100 

place ot, in ease ol toieign yiossossions. 09, 220 

principles ot, 8 

profits and jraiiis. 21 

piotits earned atiioud, ot, 216 et .srry 

I tiaes els to, 228 (t .s( q 

probts (MriK'd in Ibnted Kingdom by luui-iesidents, of, 235 ei aeq, 

( ases as to, 236 « / q 
salai y paid tiee ot tax, in ease of. 102, 443. 

Scliodiile A, iiikU*i, 21, 74 

iliu.ilion of, 77 
i«‘diu tioii ot, 78 
♦Selu'diile B, undei, 21, 86 
Schedule (', uridoi, 21, 93 

S( liediile 1), iiiidei ,21, 96, 116 < / srr/ , 212 f <f 
Schedule K, under, 22, 100, 111 
sepaiato, maiTi‘'d woman jaiid liuslmud, ot, 52, 310 
,shcir(‘ I not its, oi, 207 

Special C'oiniiussioneis, In . 13. 08. 100, 305 rf sr r/ 

statiitor\ iiK'oine as fiasis ot, 18, 304 

supplemental V, 71. 77, 108, 468 

surebaige h\ ins]H’etoi , ol, 13, 71 

sur-tax. of, 305 (t s< 7 

time limit toi , 71 , 

weekly piopeity, of, 84 

weekK wage ea 1 iiei , ot , 111 

widow, in case of, 56, 458 

woodlands, of, 90 

year of. 1 8 

ASSESSOR, 

appointment ol, 11 

assessable income estimated by, 11 

assessments made bv, 11, 63 

list of persons cbaigcable, prejiarcd bv, 11. 

notices, issue of, by, 11, 78 

return, issue bv, 11, 78 

ASSURANCE COMPANY. 

assessment of, 221, 223, 366. 

foreign, assessment of income from life assurance fund, of, 221,223,379. 
foreign, relief on account of expenses of, 374 
management expenses of, 372 
relief in case of. 372 

separate assessment of, in case of life insurance business, 377. 
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ASSURANCE CONTRACTS AND SUR TAX, 313. 

AUCTIONEER, 

adjustmoTib of aocounlH of, 24S. 

AVOIDANCE, 

curn thv. doaliiigs, 311. 
incorao tax, of, 472 
FTipei -tax u]id sur-tax, 472 

siir-tax hy rioti-distnbution of in<‘c>iiio of a company, of, 321 et aeq, 

B 

BACHKLOR. 

houKekcopcT iiiainl aiucd , hHowmikm) in lospcrt fif. 

BACK DUTV, 472. 

BAD DEBTS, 

di'diictiuns ill ins])(U‘t of, 118, 124 

BALANCE SHEE'J’, 

piodiic'tioii ol, (34, 0(3, 70 

BANK, 

nd|iis(iii(Mi1 of a( ( outils ol, 250 

iiitoM'tst p,u<l to, i4'{jayrii(‘nl ot ta\ on, 91, ‘37 1 

t L'<‘atin<Mi1 ot in accounts, 139, 143. 1(>2. 

Savings, 2(31. 

\V«ii Jjoan, ifitciosl of, 250 
BANK OE EN(;LAND, 

(ro\ciiioi and diicdois ol, as ('■(‘ii<>ial Com inissi oners, 9, 94. 

London ((’ity) (O'neral (Joiiirnissioncrs toi, .sidi ctfd by, 9. 

BANKRUPTCY REGULATIONS, 504. 

BEAKER BONDS, 

tax dad netful lioiii, 94, 212. 

BENEFICIAL ()(3;UPATJON, S3, 458. 

BENEFICIARY IFNDER TBUST, 308, 332, 453 et seq. 
tBETTlN(,' rKANSA(JT10NS, 460. 

BOARD OF INLAND REVENUE, 8 

{See ctiso (JOMMISSIOXEUS OF INLAND KEVENUE ) 
chief oIHi’os of. 8 
constitution of, 8. 

BOARD OF REFEREES, 

appeals to, 15, 134. 244, 326. 
appointment ot, 15 
functions of, 15 

Profits of non -resident persons, determination as to, by, 16, 244 
bur-tax on companies, appeals to, 15, 326. 
wear and tear deduction, alternatively, 15, 134. 
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BONUS, 

assessment of, 101. 

1 bution of. 300 

loan, on, cloductjon in ros|)ect of. 122. 
n‘tiirii us to, by onifiloyer, 103. 

BONUS SHARES, 

sur-tax, with n^pjard to, 309. 

BOOKS OF ACCOUNT. 

pio<liU'tion of, 70 

BOOJ\S, 

dfuJiic'tiuii for, 112. 

BRANC H, 

foriM^^n film, ot, 228, 24."» 
now, 1 70 
sale* of. 176 

BREEDING, 92. 

BR1A\'ERY, 

ad]iiHlinont of ik (‘oiiids of, 230. 

BRITISH POSSESSION, 

incoiiu' from asse.ssmoiit of, 98 

intiTt'st, dividc'iid, I\\ , deduction of tnx fiom, 21, 03. 

BROKER, 

as a^ciit, 244. 

BUDGJ^r RESOLUTIONS, 3. 

BUILDERS, 235, 441. 

BUILDINCIS, 

asscssnuait of, 21, 74. 

BUILDING SOCIETIES, 

iiitmi'.st ])aid to, 350, 461. 
inti*rrst ro«*<»iv<‘d tiiiiri, 46J. 

BUSINESS, 

ud |iist ini'iit of {ii'otits. 116. 

C'baii^n of ownorsbiji, 172 
disfOMtiiiiiod , assossiTioiit of, 171. 

OX|M*iisos, dodiic lion in ivsiioot of, 118 ct t^cq. 
newly sc't up, ussessineiit of, 167. 

Biic‘(‘t*ssjoji to. principle ot, 172. 


CALCULATION OF TAX PAYABLE, 

illustrations — see appropriate hoacliii£re, 
method of, undei Fiiianeo Act, 1927, 50 
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CANCELLATION OF CONTRACT, 
paymont for, 125 

CAPITAL. 

oxpendiiure not chargeable, 117. 
interest on, inclusion in profits, 117 

treatment ot, in firm’s assessment, 184. 
losses, 117, 125 
profits niHV’ be ('vrliided, 117 

CAPITAL STATEMENTS, 477. 

CARRY FORWARD, 

losses not inclined in business — (*ase VI. 298 
right to, 111 respect of niiimal charges, 293 
right to. in respect of Ios.sea, 275 it neq , 293 (t seq. 
wear and tear allow an(‘ 0 , 131, 133 
where business sold to coinyiany, 295 

CASE 1, 97, 116, 228 

II, 07. 110 

III, 98, 212 

IV, 98, 220 

V, 98, 222. 

VI, 99, 148, 208 


CASE STA'rED, 

(haitu'cil Coiiinn.ssioncis, bj, 10, OS. 

Spe( lal (V)miiiissioneis, by, 14, OS 

CASH AI)VAX(’ES, 124, 254 

CASH BASIS, 

assessiiieiit on, 258. 

CASUAL, 

piofits and gams, position ay to, 428. 

CATTLE DEVLERS, 91, 212 
CERTIFKJATE, 

repayinonl ol tax uiidi'r Scliefhile in icspcct of, 80 
section 34, 276 
•slock, 141. 

CESSATION, 

business, etc , of, 171 
einployinent or office, of, 108 
source of incoTiu*, ot, 214, 225. 

CHANCE, 

constitulion, iii, ot a business, 172 
date of, 156, 162, 286 
date ot accounts, in, 162 
partnership. 172 

yiropiictorship, in, of a business, 172 
source of income, 214, 225 
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CHANNEL ISLANDS. 

roHidoiLt in, roliof in c*aso of, 68 

CHAK(U:S, 

aniiiinl,nii uicoiiio, 19, 27, 63, 1 17, 150 ct seq.^ 290, 293, 304, 313, 318, 
328, 344, 409. 

CHAlilTABLE INSTITUTION, 
oxoniptioiL in case of, 18, 361 

CHARITABLE TRUSTS AMENMIEN'J' ACT, 1855 
Soction 28 ot, 363 

CHARITY, 

•iiiiiiial mibsoiiption to. 178, 360 
ox(‘jiiptioii oi, 18, 361. 
land occupied , position aia to, 361 
pro)M'rty hold by, position «s to, 361 
lepavment of tax, in case ot, 361 et bcq 
trade cariiod on bj', position as to, 362 

CHILD, 

adopted. 35 

allowance in res poet ol, 34 

feinali' lelutive liaMiiu; eliaiue ot, allovvcincr) in ios[> 0 ( t of, 35 
income of, treated in C/Ortain cases as income ot paient, 35(>> 
rntNininu; of, for allowance purposes, 35. 

CHURCH, 

exempt ion ol, under Sch(‘diile A, 303. 

CIVIL LIST IM^:N,SI()XS, 
earned income, 28 

CLAIMS, 

aci uinulatioiLS ineoino, .152 
allowauces, on ar count ot, 27, 58, 338. 

Arrmia;emont B, iindci. 350 

British siib|ect.s ubioad, 58 

contingent mtcn*sls, in resiKict of, 352 

Dominion Income 'J’ax, in respect of, 385 et acq 

rlnnblr «iss(»ssTnenl . in resfux't of, 349 

family allowances, in respcid of, 27, 58, 338 

^roiind'^ for, ocnerally, 335 

husband and wife, separate, 52, 319. 

iTiiant, on behalf ot, 351 

lif«‘ assurance fireminms, in respi'ct ot, 3S. 

losses, 271. 

mcuntcnanee, ole , Seliodule A, in ri'sper t of, 75 et seq , 80. 

maintenance of infants, 352 

management expenses, in respect of, 372 

method of making, 343. 

pienod of time allowed for, 335 

repairs, 80. 

residents abroad, 58. 

revocable trusts and, 356. 
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CLAIMS {cotUiwied) 

Sflu’diil'* A, imdi'r, 75, 80 
Sfliodiih* B, nndoi, 88 
stiLlioii 34, undoi. 274 et scif 
aiihspup+ions to chaiitios, 173, 360 
tiino limit for, 335 
vosti'd iiitoiosts, in lospoc 1 o^, 356 

clek(;ymax, 

ass("ssn}oiit or, 29, 105, 106, 432 

assistant's stipond. 105 

dwolliim liouao ocoiipKul hv, 29, 106, 432 

onriK'fl iiK nine, lioiiso t.miit.<*fl ns, 29 

fiiiJpit supph . 105 

volmit.irv coiitiilintions b\ , 105 

CLEKK, 

Vdditioii.d CoiniiiihsioiHMs, to, appomtnion I of, 12 
(foni r.d C'ointniasionr>rs, to, «ippointznoi]t of, 9, 12 
not a riianunl wago-oai nor, 112 

COLLECTION AT SOURCE, 22. 

COLLK( roK, 

appoiiitincMi oi, 9, 1 1 
rolliMtion of tav, 22, 60 

COLLKt.r. 

univiMsiiv rNomption <»f, iiikUt Silirdiilo A, 363 

COLONIAL POSSESSIONS 

(Sn I'OIIEKJN POSSESSIONS) 

COLONIAL SE(TMUTIES. 

(Stf EOllElt.N SECUHITIES ) 

COMMISSION, 

advanced, loss of, 126. 

toi gntiiantiMMiig bank ovordr.ilt, assossiiblo, 430 

Ini oiiic 'Ww is not a. dodiictioii whon caliMilaLing, 111. 

Mdiiin as to, l)v (Miiplovor, 103 

COMMISSION \(JENT, 

general and non-resident priinipal, 244 
COMMISSIONERS, ADDITIONAL. 

(.svr ADDITIONAL COMMISSIONERS ) 
COMMISSIONERS, (JENERAL OR DISTRICT 

(Nm OENERAL or district COMMISSIONERS) 

COMMISSIONERS OE INLAND RE\ ENCE, 8 

appointment uf, S 
case hlalod to, 68 
ehiei olhn’s of, 8 

Income Tax, goiieral control voslod in, 8. 
ofiieers, <it)pointmoiit ot, power in regard to, 8 
Tr«*asiiiv. ccntiol over, 8 
weekly wage enrnei, regulation as to, by, 114 
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COMMISSTONKRK, SPECIAI.. 

{See SPECIAL (COMMISSIONERS.) 

COMMITTEE, otc* , 

Adclitional Conimissionois. in, 11. 

COMPANY, 

control of, 220 r/ «cq, 322 
dividond vvnrraiitH, 194, 206 

foreign, dividenda payable in United Kingdom, position us to, 
228 et srq , 245 
Income Tax, roHorve for, 204 
office under, assess ment. oL 100 et seq. 
proiits of, assessed on, 24. 
promotion sham profits, ahsessment, of, 207 
residence of, 220, 228 et seq 
Hur-tax payable by, as to, 321 et stq 
tax payable bv, distribution of, over profits, 191 
iiiiearnod incoinc, .31 

COMPENSATION, 

foi loss of office, 28, 106, 125 

COMPENSATION LEVY, 
as a deduction , 2.52 

CONCESSION, 
alimony, 445. 

appeal, expenses of, 124, 329. 

Dominion tax, 410. 
interest on death duties, 304. 
legatees, 456. 
losses, 278, 290 
non-resident partner, 228, 
rent irrecoverable, 85. 
lepairs, 77, 81 
shops unoccupied, 8.5. 
wear and tear, 137, 278, 290. 

CONSTRUCTION, 

Taxing A< ts, 17 

CONSTRUCTIVE REMITTANCE, 224, 228 U 

CONTAN(U) INTEREST, 331 

CONTINOENT INTEREST, 

in accumulating trust income, 352 

CONTINUITY, 

provisions toi , 5 

CONTRACT, 

cancellation oi, 125 

CONTRACTS. 

uncompleted, 441. 
unexecuted, 125. 
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CONTROL, 

noii-iesideiii hiisiiioss, oi, of, 220, 22S. 

7ion-r«Hident ])orsoii, 220. 22S et neq 
partnership abroad, ot, 22S 
removed, 223 

CO-OPERATIVE SOCJETIES. 
assessment of, 364 vt svq 

COPYRr(mT ROYALTIRS, 24, ir>.>, 293 

CORPORATION, 

uflico under, asHossiiieiit ol, lOO et aeq 
CORPORATION DUTY. 509. 

COST OF LIVINCJ RONUS, 101 

CREDIT DRAPERS. U2 

CULTIVATION OF RURBER ESTATE, 126. 

CUM Dir AND KX DIV SHVRES, 

siir-ta\, >%ith lelereiieu to, 311 
vendoi, 215 

CURA'PE, 433 


D 

/)AMA(JE TO (JUESr OF HOTEL, 252 
DATE OF PAVMEN r OF FAX. 60, 301 
DAUtmTER, 

ftlloM'anet* in itis|)ec< ol servn*c*» ol, 37 
DEALERS, 

ill cattle and iniik, 91, 212 
DEATH, 

ass»»S'>in nits in year ot, 56, 57, 71, 303, 408. 
duties, interest on, 304, 318, 
sur-Uiv, (‘iiar^e in lospoct ol, 303, 4.52 

DEBENTURE INTEREST, 

dednution in respect ol, 117, 122, 143, 1.50 et seq., 

DEBENTURE ISSCE EXPENSES, 122. 

DEBT, BAD, 118, J24. 

DEBT, RELEASE OF, 126. 

DECEASED PERSON, 

assessments on, 50, 57, 71, 303, 452. 
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DEDUCTIONS AND ALLOWANCES, 
addilioiial ]H‘isoiial allowniK'b, 34 
ape, wlifKJ over 65, 32 

aniLiial N aliic ot business pi(*niise.s, as, 144 ct svq 
bud debts, in reapc'et ot, 118. 124 
boiiiib on lo£Ui, 111 reb^Jiut ot, 122 

business premiaos, in resut'et ot, 1]U, 121, 129, 144 cl fscq 

case d('(.iMon,s, as to, 122 d muj 

chilfln*!!. Ill respect of. 34 

claim. 111 vespooi ot, 27, 336, 338 

compeiisution levy, in ieh[K'ct of, 252 

Corporation Piotits Tax, at* doduclion for Income Tux, 129. 

daiiplitei. services ot, in rc'spei t of, 37 

flobontiin' intercisl , in lespect ot (.svc Debenture Interest). 

defcired aunuitv, loferenec to, 39, 42 

ilepenileiit rolativi*, in respi'ct of, 37 

Dominion Jncoino Tax, in respect ol, 121, 385 v1 seq 

dwelling liuuse oceiipied by elcipvnuin. in lespoct o+, 29, 106, 432 

dwollinp bouse used tni business ])ui poM's in ic‘spec1 ot, 119 121. 150- 

earned ineonie. in lesjiei t ot, 27 

Excess Profits Duty, as deduition for Ini oini' Tax, 129 

factories, in respect ot. 147 

fainib , in lespeet ol, 27 ct '>(q 

fomicn Inconio '^I’ax, in K'sjwei ol, 121, 220 

foreign land and piemisi's, in lespei t of, 119, 129, 147. 

foieicn Tnills, fni tones, etc , in resfXM t ot, 119. 129, 147 

foreign shares, stocks. lenls, in ease of. 220, 222 

friendly society, yireiiuuiii paid to. in ri'sjiei t ot, 39 

hoiiReket pel , 35 

lUustralioii, as to, 45 ct neq 

rnettiod pie'll ri bed b\ 40, Pinanee Art, 1927, 50. 
nil ome train toieipn seem dies, in resyxict ot 220 
Ineonie Tax not r dednetion, 121 

iiisurriiue eoiitrnet, loss leeoverable troiii, in lesjieet of, 121 
insimuii e fund, loss etiaigonble to, in resyieet of, 123 
lusuianie premium, lite, on a<‘eoun( of, 38 
insiiiance piemiinns. aeeiileid.in resyiei t ot, 373 it mq 
file, m respci t of, 373 ct seq 
null lnnei\ leplju enieiit, ni respi'ct ot, 106, 117, 130 
nulls, till tones, etc , lu resjieet ot annual value of, 129, 144, 147. 
ministers of Tobpion, in the i ose ot, 29, 105, 106, 432 
National Tnsiiraiuo eontiibiitions, in resyiect of, 41, 129. 
non-ii'Milent, in case of, iiS 

obsoleseeiice ot maelnriei y. /f,on aci ount ot,106, 117, 120, 130,259, 3€7 
pcisoiial albmanco, 33 

personal, rcpnvment claim in lospcut of, 338 
prot its, allowed ni coniputmp, 118 

not allowed in eoinymting, 120 
relatiM*, maniteiuuKe ol, in nispect of, 37 
leimvnl expenses, in respect of, 123 
rent of business [ireinises, in resjieet of, 144 
repair of business premises, in rosjxiet of, 75, 80, 118, 119. 
lepairs. for, under Sdiedule A, 75, 80 
repairs to farm property, in respect of, 16 . 

repayment on account of mainteiuineo of land and buddings in relation 
to. 80 

replacement of maehmerv, etc , on account of, 106, 117, 130 
Schedule A, under, 76, 80 

eollei'tioii ehaiges included in, 80 
subscription to trade absoeiation, in respect of, 127 
Rur-tax, for purpose's of 27. 305 
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DEDl'CTlONS AND ALLOWANCES (confniued). 
tonus ol tux, in 50 

tiod liouso expoiiditiiio, on acToimt of, 251. 

tr.ido (expenses, in n’»s|)('t*t ot. 118, 120 

travolhufr oxpoiiMO!*, ii» lesfiort ot, 104 

Avi*ur and tour ot [ilant, otc . oii acroiinl of, 1(»G, 130, 367, 

wm»klv \\aKo ounioi, in oaso ot, 112 

vifo. in rospect of, 33 

DEDUCTION OF TAX, 

annual iiitorest, on, diit\ ot pa\i*i to di^luLt, 22 ct sir/ , 151 et serj. 
Toii.int, inid(‘r Sohodiilo A. bv, 82 

DLDLTTJOX OF TAX AT SOURCE, 
ad\fintau;r‘s of. 22 

cdt(‘ralioii ot nitn ot Incoiiio Tax, in rotation to, 196. 
annual intoiost, 24, 150 rl scr/. 
aiinuitio^, Ironi, 24, 93 

.inniiitios p.ivablo b\ lito insiiianoo » oinpanv, in ( tiso ot, .‘jT-) 
00-0j)0l<ltl\(' SO( lOtK'.S, 364 

dividi^nK. (•!( , tioni, ruins as to, 191 <7 scr/ , 4(tJ i7 .vrf/ 
dividonds, tioin, 24, 93, 191 rt FVf/ 
firm, in tlio oaao ot, 25, 176 

top'itrii sluto, or Btitisli IN)ss(‘ssioji, iiitoiosi paid b\ fioin, 2"i, It.J, 220, 

foroiffiioi-^ intoiVat ]myal>Io to, troni, 24 

£rroiind Tout, 23, 83 

nioonio subji'ot to, position as to, 26 

iiulustiial aiul providofit sooiotios, 364, 

intorost, ti’fini, 22, 93, 151 

niino louts, tioni, 24 

omission lododnot, 26 

patent rovaltios, from, 24 

puvinoni.s sut)|ott to, position as to, 26. I')! c/ .sfr/ 

pen alt \ foi rnfuainj? to allow, 22, 82, 1,53 

porialt\ on landloid for not alUming, 22, 82. 

rate for, 24. 193, 196. 307, 499 

rout, fiom, 22, 82 

rovaltirs, from, 24, 155, 293 ct set/ 

S( 1m dulo A, nndor 22, 82 

Soliodulo A, .. limit of, 22, 82 

S( liodiilo C, ,, 22, 93 ct srq 

Sdiodiilo D. „ 23, 151, 191, 196 cf s,,/ 

•sj lirdnlo E ,, 102 

DEFAL( ATIONS, 124. 127 

DEFERRED ANNUITIES, 39. 

DEFINITIONS, 

.i‘*soss,d)lo I in OHIO, 33 
oainofl inconio. 28. 

husbandiv, 91 
liuinio 'I’ax, of, 17 
statutoiy incoino, IS 
taxable inc’omo, 37 
nneaniod inooino, 28 

DEPENDENT RELATIVE, 

allow aiic'o in respoot of, 37, 41. 
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DEPOSITORS’ SA VINOS RANK 
return of, 261, 364- 

DEPRK(’IATJ()X. 

niL'hiMnn ot, in profitR, 117, 120 
weni and tc^ar allowaiiro, 130 

DJRKC TOR'S FEES, 

aetonnts, troatineiit in, 143. 
as earned ineoine, 30 
assessment of, 22, 102, 443 
free of tax, 102, 443 

DISCLOSURE {see BACK DUTY). 

DISCONTIX uax(;e, 

business, etr , ot, assessim*nt in t ase ot, 171 
paitiid, 176 
employment, of. 108 
source of ineoiiie, 214, 225 

DISCOUNT, 

assessment of, 212 • 

Incomes Tax paid in ad vain c, discount on. 431 
Treasniv Bills, on assessment of, 212 

DISCXIUNT HOUSE, 
mteiest ])ai<l to, 37 f 

DISSOLUTION OF I* \HTNEKSHI 1\ 171, 173 
DISTR AIN'T, 

married woman, on Lrood.s of, 56 

DIST R I ( M ■ ( ’O M .M I SS I O N E RS 

{Ste OENERAL OR DISTRIC^'T COMMISSIONERS) 

DIVIDENDS, 

arrears ot, pavineiit in wiiidiii^-u]) of, 430 
cissosKineiit r>t, 03 
bonus, 309 

lapital, paid out ot, 194, 309 
dcsliietion ot tax troin, 24, 93, 191 et svq 

rules as to, 191 f>t 'ttq 

distribution witbin reiisonable time 321 vt seq 
Dominion {sec DOMINION TAX RELIEF), 
toroign companies, of, 222, 245 

foiei^n state, or British Possession, ])aid by, deduction of tax ti om, 25, 93 
free of tax, amount returnable, 307 

tree of tax, liability of company to show gross amount, 194, 206. 

liability of pun baser of stock for tax on, 310 

not exceeding 50'- half yearly, assessment of, 23, 94, 212. 

payable in United Kingdom by foreign eomianiy, position as to, 245 

reeeived in neeoimls, 143 

remuneration, as, 126 

fi<Tjp, 207, 309 
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DIVIDENDS (contnimfl). 

sni-tax, relief in respect of, 311. 
tax 4 onipoimdecJ, 95 

taxed, claim under § 34, in mlalioii to, 277. 
taxed, relief, in roterence to, 33S et neq 
iintaxod, assessment of, 98, 212 vt seq 
ivhcM 193, 307 

divokcp:d persons 

{S,f .\LIMONY ) 

DOCTORS, 25S 

DOMESTIC IH'RPOSES. 

expiMisf-, not adinissilile, 120, 2r)9 

DOMICIL 

appi'al, /('. 10, 08, 218 
ottec 1 ot, 210 
of elioK'o, 216 
of Oll^lU, 216 

DOMINION INCOME T VX RELIEF, 3S5 vf snq 

cii^ieeiiieni with Jiisli Fnu* State, tin ins ot, 418 

(lit ttauspoit. 111 lObpiM't ot 424 

(iUowmikm'm and dodiietions, tieatiiu'iit ot, 394. 

.inmial eh.m;4's, no reliet j^ranted on, 409 
appiopi'iale rati' ” ot lush Fiee State tax, ealeiilation of, 421 
“ appropriate late ” ot United Kin{j;doni tax, (‘aleiilutioii ot, 388 
‘ appio])iiate rate” ot United Kingdom tax, in connection with Irish 
Free State relief, caleulation ot, 421 
eonipaiiK'N, relief parsed on to shareholdeis by, 397, 405, 407, 411 
coneession, 410 

4l4-hentiiie inteiesl, treatimait ot, 409 

iltMlui tioiih, wlicie no loliet given in Doininion, in lospect of, 412. 
(livideiiiU, tiee ol ta\, 407 

dividends, lieatiiieiit ot tiy paving agents, 399, 420 
Doiniriioii idle of tax, method ot ealculnting, 387 
Doiinuioii late ot tux, w'here varying, in ease ot, 404. 

Dominion year, 390 

exiessiM- relict, restiietioii of rt'lief on first t250, in ease of, 402. 

India, ineomo aiisiiig in, in respei t of, 417 

lush Free Stale, agreement with Bnlish Coverninent, terms of, 418. 
lush Flee State, iiieome arising in, in res|)eet of, 418. 
ifjsses, (‘tteet of, 391. 411 
natnie ot. 386 

114)11 -1 ei iproeatmg Dominions, 412 
Tion-i4'si4l4*nts, to, 390, 398 

paitiii IS, separate computations neeessai\ in respect of, 408. 

paying agents, treatment of dividends tiy, 399, 420 

piefi reneo dividends, in case of, 411 

p»'ineiple ot 385 

reduced rate and, 402 

residence and, 390, 398 

shipping profits, in res])eet of, 424 

siir-tax, not allow^ul m res|»04't of, 410 

time at which allowed, 389 
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DOM INJ ON POSSESSIONS. 

{Srr FOREKiN POSSESSIONS.) 

DOMINION SECURITIES 

(Sfr FOREKIN SECURITIES ) 

DOrULE ASSESSMENT, 
inst.aiH‘(*s ot, 1541) 

cLuiiiif^ wliicli ran hti rliiiinrfl, 1549 

U'pnyinont. ot tax on a<*c ount of, 349 

DOUBLE TAXATION, 385 ct sr,j. 

DRAPERS’ (CREDIT, 442 

DRAW! NOS, 120 

DWELL I NO HOUSE, 

annual valuo of, a^ a OodiK lion, 119, 121, 114, 150 
o»*c-uy)ie(l >iv clorirvinan, OiMlurtion in respai t of, 29, lOO, 43 


E 

KAKXKJ) IXC'O-Mi:, 
allowan'‘r. 27. 

annual ^aluo of rant tiro Iiousr, tioatod as, 29, lOG. 

i Irigyinan’s houso as, 29, 106, 432 

<l<>imition of, 28 

diir<'to/s fees as, 29, 30 

iaiiner, 28, 31. 

fust introduction ol puncipli' of, 3 
husband and wife, 27, 34 
non-n'sid(*iit . in rase of, 68 
yiartncuship piohls as, 27, 29. 

]irn'*ion ns, 27 
ic'liet. III irspijcl of, 27 
S( lirdul(» A, iiinlri , 27, 28 
S( hrdulr B, undri , 27, 28 
Srhediilo D, under, 28 
snr-tax, with regard to, 305 

trustees carrying on business, yirofits of, not, 450. 
wife, 27, 34 

EASTER OFFERINGS, 432 

ECCLESIASTICAL BODA', 

ansnssment of office, under, 9. 

EDUCATIONAL ANNUITY, 447, 

EMBEZZLEMENT, 
loss by, 124, 143. 

EMOLUMENTS, 

annual value of lent free house foimnig part ol, 29, 106, 432. 
assessment of, 100. 
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EMPLOYEE. 

nssessmont of, 100 
return of, 103 

EMPLOYEE’S FUNDS, 126 
EMPLOYER, 

rotnrri to salaries, <*oininission, ote , bv 103 
EMPLOYMENT, 

nssesRmeiit ot jiiofjis troin, 100 

EQUITY, 17 

ERROR OR MISTAKE, 

111 respoci ot. 72, 111, 208, 30.> 

ESTATE A(;ENTS. 

(Srr AUCTIONEERS ) 

EVASION, 472 

EXAMINATION. 

.isHos,sin(Mil of, by mspoclor, 13, 64 

EX^’ESS PROFITS DUTY, 

(loihiclioii 111 raspoct of, for Iiicoiiio Tax pin posos, 129. 

EXC HEQUER RONDS, 

mteiost- on, pO'«itioii of, 9.5, 212. 

EXECUrORS, 

tippiMls b\ . 68 

tts.s(‘Hsnioiits on, 71, 1 52 

EXEMPTION, 

agunts-gonoi'iil, oi, 18 
agricultural society, in custf of, 364 
almshouse, ol, iindei SiJiedulo A, 363 
aiiibassaflors, ot, IS. 

charitable iiistitutions, in c'a*^ci ot, IS, 361 
chiireh, of, uiidor Schedule A, 363 
government Rooiirities, in case ot, 20, 95 
hospitals, ot, under Schedule A, 363 

Nalioiial Health Insuraiico Uoniniittee-., in respect of, IS, 364. 

non lesidoiits, in respect of, 25, 95 

savings bank, in case of, 364 

scholarship, nieome from, ot, 434 

scientific institution, of, imdei Sc iiedulo A, 363. 

trustoea savings banks, in case ut, 364 

university buildings, ot, under Schedule A, 363. 

unoccupied house, in ease of, 85 


EXHAUSTION OF WASTING ASSET. 125. 
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EXPENSES, 

a.Shuran(‘P j'ompany, reliof in reapoet of, 366. 
ministor of I'olis^ioii, incurrod by, as a deduction, 105. 
removal, of, as a deduction, 123 
travolhnp, deduction on iiccoimt of, 104 

EXPLOSIVES, 

deduction for, 112. 

EXPORT, 

braiK h oi foreign firm buying tor, 228 


F 

FAfT, 

coniiMi.sMoucr.s finding, as to, tinnlity ot, 1(K ]4, 68 

doinuil, Crcncial Coiiiiiiis<^ioncis finding, as to, appeal from, 10, 6 n, 21s. 
Oeneial CoinmiS'iioner'^ hiiding, as to, finality of, 10, 08 


FACTOR, 

noii-ie'^ideiit, of, elinige on, 241 ct seq 
FACTORY, 

annual value of, as a deduction, 1 10, 120, 147 
foreign, deduction in respect ot, 119, 120, 147 
loss on closing, 123. 

FA!V11LV, 

allowance}, in rc'^pect of, 33 €t seq 


.K cmiiiL'* 111 coniioj-tion with aasessniont of, 88. 
assessment ol, 79, 80 

under ScIumIuIo D, 88 

house, 79, 87. 

loss, relief in respect ol, 89, 274, 270, 285 
stalutory inconio m casi^ ot, 88 

on basis ot actual profits, in case ot, 88 


FARMFR, 

relict to, in resfieet of loss, 89, 279, 285. 

FAR.MERS’ T\X, 21. SO. 

FARMHOUSE, 

let with land, 75 
not let with land, 79. 


assessment of, 22, 100, Ht2 

diiettois, of retuni as to, 103 

diiei-toi*s, paid free of tax, nssessment of, 102, 443 
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FINANCE ACTS. 

{See TABLE OF STATUTES.) 

FIRE INSURANCE COMPANY, 
asseshinent of, 3GG et seq 
unearned premiums, dediiotion of, 366 et seq 

FIRM, 

ahscs>sment of, 25, 176 
icservo for Inoome Tii\, 2lM» 

fis(;al year, 

<loiinilioii of, 18 
FIXTURES, 

wear and tear allowanci^ on, 13(K 
FLOOD, 

as8e’»sinent ot land damai;od by, 82, 90 
repayment of tax, on aeeount of, 82, 90. 

FOREUiN, 

as'^uiance iund, 221, 223 
business, eontrol of, 220 et seq 

cr)in])an^ , dividends payable in United Kingdom, position as to, 245. 

Income Tax, deduction in respect ot, 123, 220 

land, deduction on account ot, 119, 129, 147 

mill, factory, etc , deduction in respect ot, 119, 129, 147. 

possessions, 220. 

securities stocks, shares, rents, income from, assessment of, 98, 220 et seq. 

FOREIGN AND DOMINION INCOME, 

a.s.sessinent of income from securities, 98, 220 

stocks, shares, rents, and other possessions 
98. 222 

domieile and residence of taxpayer, 216 et seq. 
iucoine troin public tunds taxed at source, 25, 93 
legal defi«iions, re, 228 et seq 


FOREIGNER, 

intert-*.st payable to, tax in respect of, 24 

FREE OF DEDUCTIONS, 449. 

FREE OF TAX DIVIDENDS, 191 et seq 
Gnvi*’ ninout Securities, from, 96. 

paying company to show gross amount on warrant, 194, 206. 

should reserve tax thereon, 204 et seq 
protit and loss account debit increased by, 192, 205. 
scrip dividends, 309 
sur-tax, for, 309. 


L L 


FREE OF TAX REMUNERATION, 102. 433. 
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FRIENDLY SOCIETY. 

exemption m ca^^e of. 363. 

premiums paid to, allowance on account of. 39. 

FURNISHED HOUSE LET, 148, 298 

FURNITURE, 

renewals of, 130, 143 


G 

GAINS. 

{See PROFITS ) 

GASWORKS, 

assessment of, 90 

GENERAL COMMISSION AGENT, 

not assessable for non-resident principal, 244. 

GENERAL OR DISTRICT COMMISSION EKS 

acooiiiitiints’ apfiearaiieo iii appeals, before, 07 
appcml 1o, 9, 67 

notice oi hearinc; of, 12, 13 
nf>]M*als, inspector’s appoarniic'o Viefote, 13 
uppointinent of, 9 
assessm3nt by, 9, 04, lOO. 
assessor, appointment of, by, 9, 11. 
clerk to, appointment of, 9, 12 
duties of, 9 
payment of, 9 

collector, appointment of, hy^ 9, 11 

domicil, facts as to, af>jj<ml from finding ok. 10. (>K, 21 S 
fact, as to, finality of tiiidinp of, lO, (>8 
functions of, 9 

Governor and Directors of Hank ot En^xlaiid as, 9 
qualifications ot, 9 

residonco of company , as to, determination bv, 2 IS, 235. 
Schedule A, assessments delivoied to, 11. 

Schedule B, ,, ,, 11. 

Schedule E, ,, ,, 11. 

GENERAL RESERVES. 

are appropriations of profit, 117. 

GIFTS. 

inclusion in profits. 117. 

GOVERNMENT SECURITIES, 

interest taxed at source, 23, 93. 
interest untaxed, 23, 95, 212 ef seq, 

GRAZING, 92 

GROSS ANNUAL VALUE, 74 et seq 
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GROUND RENT, 23 

GROUNDS OV APPEAL, 
to bo stated, <59, 30(5 

GUARANTEEING BANK OVERDRAFT 
commission lor, 43u 

GUARDIAN, 

minor, incoinp of, s.ssf'ssablc upon. 331 


H 

HEALTH IXSLHAXCE COXTRmi'TrOXS. 129 
HEARIXC}, 

H])ppal, of. noticr of, 13, <57 

HEREDITAMENT. 

{See LAND ) 

HER1TA(,‘E. 

{Su LAND.) 

HKJH (DMMISSIONER, 
cxf'inptjoii of, IS. 

HIGH (’OrBT, 

appeals to. ( oiiduct ot (*lo\mi case, 13 
raise* '^tatod to, <57 

HIKE PURCHASE, 

furnituro bought on, 2.31) 

instalments, 126 
inteiost, 259 

HIRE PURCHASE TRADERS, 441 
HOSPITAL, 

oxomption under Schedule A, in rase of, 363 
HOTELS, 2.32, 2.V). 

HOUSE, 

ammal value less than £10, assessment of, S4 
assessment of, according to annual value, 21, 74 rf seq. 
let furnished, 148. 298. 

rent free, forming part of emoluments, annual value, of, 29, 100,390,433 

repairs to, allowance for, 75 

unoccupied, exemption from tax in last* of. So 

used for business purposes, 119, 12 1, 144, 1.30. 238 

HOUSEKEEPER, 

taxpayer, to, allowance in respect of, 3.3. 


L L 2 
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HOUSE OF LORDS, npppal to, 6S 

HUSBAND AND WIFE, 

a^soRsment of 51, 310 

onmod income of, 27, 34 

loss 111 hiisinosfl set off against [iiofit, 274 

HUSBANDRY, 
dofinod, 01. 

lands not (k ciipied tor, assessment of, 87. 


I 


ILLKdAL TRANSACTIONS, 460 

lLL13(jriTMATK CHILI), 

allowiinee in ii*spo< t ot, 35 

ILLUS'l’K.VTIONS. 

{Stc appropriate) heading-^.) 

IMPJd^MENTS, 

cost oi, as deductioii fioiii profits, 112, LiS 
IMPROVEMENT, 

prcinisos, of, inclasioiL in piofits, 117, 120. 

INCOME, 

earned (mc EARNED INCOME) 

foreign assuraiuo company, ot, iissessment ol, 221, 223, 372. 

foreign possessions, troiii, a'^sessinont of, 223 et i>cq 

foreign securities, from, assessment of, 221 et seq 

foreign stocks, slianvs, rents, from, assessment of, 223 

married woman and Inishand, of, generally treated as one, 27, 31, 51, 319. 

minor, ot, assessiiK'iit of, 331, 351 

uon-resident, of, derived from United Kingdom, assebsinent of, 58 216 
ct scq. 

imeained {^ee UNE.VRNED INCOME) 

INCOME TAX, 

assessineut of, statutory iiieonie, basis of, 18, 305. 
claims foi repayment of, 335 

Commissioners of Inland Re\emie exercise control of, 8. 
eontinuity of, 5 
definition of, 17 

double assessment, lepayrnent on neeouni of, 349. 
exemption tiom {see EXEMPTION) 
foreign, dediK tion in respect of, 121, 220. 
history ot, 2 

liability ot iKpndiilor for, 4,30 
non -residents, exemption in lesptxt of, 25, 95 
paid in advance, discount on, 431 
pnymc'nt ot, by instalments, 60 

period during which cdaiins for repayment are valid, 338 

life assurance premiums can be repaid, 342. 
protits, deemed to be appropriation of. 111, 117 
profits, should, be included as part of, 117 
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INCOME TAX (confinuecf). 

rate of, 20. 

how anived nt, 4 
sanction of Parliament to, 4 
rates of, from 1907-8, Appendix 1, 482 
repaid on account of personal allowances, 338 
resorvo for, 200 et seq. 

Schedule A, under 21, 74 
Schedule B, „ 21, 86 

Schedule C\ ,, 21,93 

Schedule D, , 21, 100. 116, 212. 

Schedule E, ,, 22,111 

scholarahij), income from, exemption from, 434 

standard rate of, 20 

aur-tax^ assessment with repard to, 301 

INCOME TAX ACCOUNT, 200, 204 

INCOME TAX ACTS 

(.sVr 'FABLE OF STATIT^’ES.) 

INDIA, 

incoini' Hiisinp in, in respect of, 417 
INDUSTRIAL AND PROVIDENT SOCIETIES, .364. 
INFANT, 

i(«pH\ incut oi tax in case ot, 3.‘)1 
aur-tax, in lespect of, 331 

INLAND REVENUE, 7 

{See COMMISSIONERS OF INLAND REVENFE ) 

INLAND REVENUE CTRCCLAR, 4T1. 

INSCRIBED STOCK, 

assohHiiicjit ot iiiterobt on, 23, 93. 212 

INSPECTOR, 

aciuuntH, npht to demand, 63. 
appeal, notice of, sent to. 13 
appeals, in, appearance* ot, 13 
appointment ot, 12 
aasosKment, os to, yiowcis of, 13 
supplementary cliarpe hj , 13 

INSTALMENT, 

payment of tax bj, 60. 

INSURANCE, 

(untracts and sur-tax. 313 

fund, lo«!S chargeable to, a«{ a deduction, 123 

loss recoverable under contra* t of, ns a deduction, 121. 

national, 41. 

premiums, claim for life, 38 

Schedule A, under, allowance in respect *if, 80. 

tied house, fire and licence, 251 
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INSURANCE COMPANY. 

{See ASSURANCE COMf»ANY.) 

INTEREST, 

accrued on Treasury RilR 212 
annual, deduction of tax from, 24, 151 

rate of tax payable in case ot, 24, 193, 196, 307. 
treatment of, in accounts, 150 et seq 
bank, assessment of, 212, 250 
bank, paid to, 371. 
building society, 350, 461 

capital, on, as income of partneis. 117, 120, 177, 1S4. 

inclusion in profits, 117, 120, 177, 184 
treatment of, in firm's assessment, 177, 184. 
chaigo 111 respect of, 150 
death duties, on, 304. 
deduction of tax from, 24, 93, 150 
foreign securities, on, 220 

foreign state or British Possession, paid by, deauction of tax from, 25t93 
foreigners, payable to, liability for tax on, 24. 

Government securities, on, tax on, 93 
gross, 162 

half-yearly payment from public fuiuls, not exceeding 50/-, 94, 212. 
inscribed stock, on, assessment of, 23, 95, 212 
loans, on assessment of, 150 et seq 
loans on insurance policies, on, 313 

as a deduction fioin piofit, 121. 
moitgngc, double assessment of, 360 
not taxed bv deduction, assessment of, 23, 95, 212 
not wholly payable out of taxed piofils, 24, 2h, 153 et .•‘tr/, 196, 201 
205, 293 

public funds, fioni, assessment of, 03 
receued gross, 162 

rogisteied stock, on, assessment of. 23, 05, 212. 
repayment of tax on account of, 371 
return ns to, from which tax has been deducted, 154 
tax, deduction of, from, 22, 93, 150, 196, 201, 205, 293. 

Treasury Bills, on, 212 
unearned ineome, is, 31 
untaxed, 212. 368 
yearly, moaning of, 152 

INVESTMENT COMPANY, 

management expenses of, 372 et \eq. 

INVESTMENTS, 

loss on sale of, 143. 
profit on, 128 

temporary, interei^t on, 128. 

IRISH FREE STATE. 

agreement with British Government, terms of, 418 el seq. 
premises m, charge for, in accounts, 119 
ratas of tax, 508. 

relief from double taxation, 418 ef^^eq 

ISLE OF MAN, 

resident in, relief in case of, 58. 
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JOINT VENTURE, 

with foreign firm, 22S 


J 


L 

LAND. 

aiiiiiial value of, 20, 70, 86. 
assos-smeiit in v-aso of, 20, 76, 86. 
as'^C'^sniPTi t of, under Schedule B, 20, 86 
chanty, ofcupiod by, position as to, 18, 361 
damaged by ilood, reduction of assessment of, 82, 90. 
foreign, deduction on account of, 119, 129, 147. 
not occupied wholly or niainly foi husbandry, 84 
repayment of tax on account of maintenonro of, 80. 
valuation of, under Schedule B, 88. 

LANDLORD, 

as<«essment on, 83. 

deduction of tax from rent paid to. 22, 83 

penalty on, for refusal to allow deduction of tax, 22, 83 

weekly property, in respect of, assi'ssmont on, 82 

LAND TAX, 

dediKliun of, 7.') 

LAW, 

app(‘al on point of, 10, 14, 68 
late n])j)eals, (>8 

LEASE, 

tines foi U’liewal of, assessnieiit of, 21 J 

pieiiiiuin on, 252 

rack rent, fixed by, 74 

surrender of, 126. 

LEAVE PAY, lUl. 

LEDAL EXPENSES, 128, 254. 

LESSOR, 

wear and tear allowance bo, 131 
LEVY, TRADE, 127 
LIBRARY, LAW, 134 
LICENSED PREMISES, 250 
LIFE ASSURANCE, 

annuities granted by society for, deduction of tax from, .361. 
nasessment of business of, 220, 222, 373. 

foreign company, life assurance fund of, income from, position of, 220, 22: 
374. 
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LIFE ASSURANCE (continued). 

foreign rompan> transacting business in United Kingdom, position of, 374. 
foreign st^eiinties of, assessment of income from, 220. 
premium for, allowance in respect of, 38 

limitation of allowance in respect of, 38 et aeq. 
marginal relief m respect of, 42 
siir-tax, in respect of, 305, 313 

rebef, 38. 

repayment on account of premiums for, 342 
separate business, treated os, 376 

LIFE ASSURANCE PREMIUMS, 

period during which repayment may be made, 342. 
relief for, 38. 

LIFE TENANT, 457 ct 

LIQUIDATOR. 

liability for Income Tax of, 430 
profits distributed by, 310 

LIST, 

assossorsi of poisons chargeable, difc«x>Oba] of, 11 

pmparation of, 11. 

LLOYD’S UNDERWRITING AGENT, 
adjustment of accounts of, 268 

LLOYD’S UNDERWRITING SYNDICATE, 
adjustment of accounts of, 266 

LOANS, 

bonus on lopaymeiit of, 122 
interest on, assessment of, 150 ft 'H.q. 

LOCAL AUTHORITY, 

relief on account of improvements made by lequirernont of, 81. 

LONDON (CITY), 

collectors, appointment of, in, 9. 

General Commissioners, for, selection of, 9. 

LOSS, 

annual charges in relation to, 293. 

assurance company, 376 

business transferred to company, 295. 

capital, 118, 125. 

carrying forward, 275 et seq 

** casual,” 298 

Dominion relief, effect of, in case of, 391. 

exceeding amount of taxed income, repayment of tax in respect of, 
274 et aeq. 

factory, on closing, 122. 
farmer, 89. 
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LOSS {conJtinmd). 

in new bnsinoRR, repayment on account of, 291. 
insurance, recoverable by, 121. 
partnership, 275, 
recoupment of, 271 et spq 
relief to farmer on a( count of, 89, 276. 28.*> 
setting off loss in one trade against profit in another, 271 
trade, profession, etc , arising from, lepnjmcnt of lax under § 34 in 
respect of, 274 et seq , 375 

trade, profession, etc., arising iroiii, repayment of tax undei § 34, effect 
on subsequent assessments. 274, 375 
trading, os a deduction, 118 
under Case VI, 298, 429 
wear and tear in relation to, 137, 278, 299. 
woodlands, relief in roR]H‘ct of, on. 89 

LUMP SUM PAYMENTS, 28. 106, J2'>. 

M 

M VCHrSfERY, 

obsolescence of, allowance foi, 131 
replacement of, deduction in iesj)(*c1 ot, 120, 131. 
wear and tear of. allow am e for, 121, 130 

MAINTENANCE, 

contingent interest of ininoi, of, return of tax in respect of, 352 

sur-tax on, 331 

land and houses, of, relief on account of, 75, SO 
plant, of, 131 

relative, of, allowance iii reh]K*ct of, 37 
relief in respect of, undei S< lu^dule A, 75 SO 
taxpayer, of, as a (loduciion, 37 

MANAGEMENT EXPENSES, 
claim 111 respect of 366 
MANAGER. 

coiiiinission on net profits, 111 
non-resident, of, charge on, 242 

MARGINAL RELIEF 

ag(‘ relief, in respect oi, 32 

life assurance premium, in lespecl of, 42 

MARKET (iARDEN, 
assessment of, 87 

MARRIED WOMAN. 

additional personal allowance in lespect of, 34. 
alimony, 227, 445 
distraint on goods of, 56 
husband abroad, 227 

income deemed to be husband’s income, 51. 
marriage m year of assessment, 56 
separate assessment of, by application, 52. 

reliefs and allowances, in ca.se of, 52. 
separated from liusband, assesbnieiit oi, 56 

reliefs and allowances in case of, 56. 
sur-tax, asses*- ment oi, 319. 
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MEANS TEST, 477 

MEr>TC\\E MEN’S ACCOLTNTS, 

MEMBERS OF PARLIAMENT, 57. 

MEMOIRS, 

fee foi writing, 430. 

MILK SELLERS. 91, 212. 

MILL, 

annual value of. as a (liHluotion, 119, 129, 147. 
foreign, deduction in respect of, 119, 129, 147. 

MINERAL ROYALTIES, 

claim for maiiagemont eiises of, 383. 

MINE RENTS, 

deduction ot tax troin, 24. 

MINES, 

a^i'^es'iinont of, 97 

MINISTER OF FOREIGN S'J’ATK, 
exemption of, 18. 

MINISTER OF RELIGION, 

clod IK* 1 ions and allowances jii Cri.se oi, 29, 105, 1U6, 43. 

MINISTRY OF AGRICULTITRK, 

(’’omniissioncrs of Inland Rcvonui* may refer to, 87, 

MINOR, 

asse.ssineiit of income ol, 351. 

relief in respect ot accumulated income of, 

with alisoluto interest, 356 
with contingent inteie.st, 352. 
Rur-tax, in respect of, 331 

MISTAKE, 

return, in, relief in reaped of, 72, 111, 208, 305. 

MO N E YLENDERS , 

interest paid to, 371 

MORTGAGE INTEREST, 

double assessment of, 3.50 

MORTGAGE, SECOND, 256. 

MUNITIONS EXCHEQUER PAYMENTS, 
interest on, 129. 


MUTUAL TRADING, 365 
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N 

NATJONAL HEALTH INSURANCE COMMITTEES, 
exemption iti reapoet of, 18, 364 

NATIONAL INSURANCE. 

contributions on account of, as a doduction, 41, 1-9. 

NATIONAL SAN'INt; CERTIERJATES, 
cxeni])tioii of accrued mtercsi on, 96. 


NAVY, 

ofTi( cr ot, assc^sstnc.i't of, 100. 

NET ANNUAL VALUE, 
iiicuniii^ ot, 75 

(Sff aUu ANNUAL VALUE ) 


NEW BUSINESS, 166. 

Nf]W l*()SSESSION, 222 

NITRATE CROUNDS, 
cxll<m'^1lon ul, 125. 

NON-RESIDENT. 

agent, etc , 111 natno ol, usM'hsiiM nt ot, 241. 
allowaiK to, 58 
afiyicals by, 15, 218 
a.ssessnicxit oi, 58, 241 

branch or manager, in numo ol, iisMissiucnt oi, 242 

broker or commission agent, not i hargeable in nainc oi, 244 

business, efiect of control of (.9i'« ('ONTROL) 

copyright royalties to, 24, 155, 293 

dividonrls to, 25 

exemption in case of, 95 

foreign sec unties, in resjiect ol income from, 220 

foreign stocks, sliaics, rents, in loajiect of income from, assessment 
Ol, 222 

income derived from United Kingdom, liability' iii lespect of, 58 
interest ])aul to, 24, 95 
partncrstiip, aasc^aamont ol, 227 

profits earned in United Kingdom by, aaaosHmciit of, 235. 

cases as to, 236 c/ 6eq. 

orofits of, how estimated, 242 

referee's decision as to profits of, 244. 

reliefs in rase of, 58 

royalties to. copyright, 24, 155, 273 

sur-tax, position of, in regard to. 306 

war stock, exemption in respect of, 25, 60, 95. 


NORTHERN IRELAND, 17. 
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NOTICE, 

appeal, of henriiig of, 13, 68. 

sent to inspector, 13 
assessment, of, 67 
assessors, issue by, of, 11 
inspeefor, issue by, of, 11. 

NLTRSERIES, 

assessment of, 87. 


O 

OATHS. 

arlininistration of, 10. 

OBROJ.ESCENCE, 

plant ami maehmory o1, alloirance for, 106, 117, 120, 130, 2.70, 36 
iimler Relieclule E, 106 

OCCUPA'nON, 

laud, of, undei Seliodule B, 21, 86. 

OCCUPIER, 

eollectioii of tax fiom, under Schedule A, 22, 82. 
not liable for arreais ot tax, 84 

OFFICE OR EMPLOYMENT, 100 

discontinued, 108. 
ncn , 1 07 

OFFICER, 

Army and Na\y, of, assessment ol, 100 
coipoiation, ot, assesbrnont of, 100. 
limited foinpaiiy, ot, assessment of, 100. 

OFFiCJALb, 

Ineorne Tax, 8. 

OTJ) AGE ALLOWANCE, 32. 

OMISSION, 

to deduc t tax, 26 

ORDINARY RESIDENCE, 221. 

OVERALLS, 

deduction for, 112. 

0\rER-DEDUCT10N OF TAX, 196. 


OWNER'S RATES, 
deduction of, 122. 
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PARLIAMENT, 

salary of mombor of, assessment of, 57. 

fleduetioii for expenses in case of, aT. 

PARTNER. 

tulmission of new, 173. 
advaiKH bv. 187 
cK-atli ot, 173 

iiitorcst on capital as jiicome of, 1 1 7, 177, I SI. 
retirement of, 173 
rights ot, 176 vt seq 

salary of, not to be oluirged, 1 17, 120, 177, IS4. 
shaiv of loss, 274 ct spq 

succession, principle of, in relation to new, I7:i. 
sill -ta\, liability ot [larlner tor. 304 

PARTNERS, 

tax, «illoi‘cilion ot, lietweeii, 176 vt aeq 

upon Toconsti notion of tiim, J7J 

where a claim tor allowances is made, 180 

whine no claim tor allowances is made. 177. 


PARTNERSHIP, 

.miiuitv to deisiased paitnei, 448. 

cissessinciit ot, 25, 176 

I hriimc 111 eonstitutioii ot, 17J 

c<m^er!^loll ot, into liinitod company. I7J, 20.1, 

disi out inned, 171 

Dominion leliet, in cose of, 409. 

Ini omc Tax, ivs(*rvo for, 200 

new biLsiiicsa, 167 

non lesideiil, asaebSinonl ot, 227 

pro! Its ot, as earned income, 30 177, 184. 

ie'<ideiuc ot, 227 

letiniis, 184. 

sill cession, principle of, jii rchitioii to, 172, 
sui-tax oil ]jrotits ot, 304 

PA PENT, 

rights, ui)l:eep of, claim m i aspect of, 383 
rov.iltv, deduction of tax troin, 24, 151 rf serf, 
not a deduction troni profits. 117. 

PAYlNti AtiENTS. 

{Sre COLLECTION OF TAX X V SOURCJE, AND DOMINION INCOME 
TAX RELIEF ) 

PAYMENT OF TAX, 
dates for 60, 301. 

PENALTIES, 468 cf .seq. 


PENSION, 

ns'^cssment of, 101. 
earned ini nine, as, 27, 101. 
fund, 126. 
war, 346, 441 
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PENSIONS, INSURANCE CONTRIBUTIONS, 41, 129. 

PERCENTAGE OF PROFITS, 

assessmunt of non-remdenta on, 15, 243. 

PERQUISITES, 

cliargo 111 respect of, 101. 

PERSONAL ALJ.OWANCE. 33. 

PLANT. 

{Sec MACHINERY ) 

POSSESSIONS, 

toroigii and ooloiiial, assessment of, 21, "222 et seq, 

POST OFFICE, 

stocks, held through, 94 

POULTRY FARMING, 91. 

PKECEDINC; YEAR, 

meaning of, 116, 162, 214 

PREFERENCE DIVIDENDS, 191, 19S, 411. 

PREFERENTIAL CREDITOR, 

('Town i3, 431. 

PRELIMINARY EXPENSES, 12S. 

PREMISES, 

business, annual value of, as a deduction, 144 ct seq, 

111 Irish Free State, os a deduction, 119. 
outside the United Kingdom, 119, 129, 147. 

PREMIUM, 

friendly society, to, allowance on account of, 39. 
life assurance, lor, allowance on account of, 3H 

repayment of tax, whein allowance not previously 

claimed, 342. 


PREPARATORY YEAR, 78. 

PREVIOUS Y"EAR, 

meaning of, 101, 116, 162, 214 

PROFESSION. 

(6’ee BUSINESS ) 

position of, income from, charge in respect of, 97, 116. 
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PROFIT AND LOSS ACCOUNT, 
production of, G4, 70 

PROFIT RENTAL, 148 

PROFITS, 

adiustmeiit oi, 116 

Hbcertaiiiineiit oi, 116 

casual, position as tc. asM'Shinonl (»t. 42S 

(leduotioiis allowed in ustiinaijni', IJS 

not allowed in Obtiinutiii|>, 120 
earned abioad, assessment ol 222 et i>eq 

e«is('s ns to, 228 ct fttq 

earned in United Kingdom iion-iesid(‘iits, assessinent ot, 23r) cl aeq 

cases as to, 230 et seq 

farm, of, wlien taken as statutory lneolll(^ 86 
liieomo Tax an appiopiiation oi, 111, 117, 139 
non-resident, of, decision by Roaid ot Reteiees, as to 244 

Comniis<‘ioii(*is, as to, 243 
estimation ot, 213 

on shams, 207 

prior to •ncoiporation, 170, 310 
rules tor calculating, 116 

Schedule' D, assessable under, 96, 116 r/ &<r/ , 2 12 # / ^sfq 


PROFITS OR GAINS, 

biouglit into eharge to tax, loo 


PROPERTY, 

assessment of, 21, 74 

PROPERTY TAX, 21. 

PROVISIONAL (ELECTION OF TAXi:s ACT, 1913, 5 
PUBLIC REVENUE. 

assessment of interest, dividend's, etc , pnyalile out of, 93, 
meaning of, 93. 

PULPIT SUPPLY, 105. 

PURCHASE AND SALE, 

not assessable under Case VI, 428. 


Q 

QUINQUENNIAL VALUATION, 

life assurance company, 375. 
Schedule A, 77. 
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R 

RACK RENT, 74 

RAILWAY COMPANIES, 

assossment of, 15 
payment of tax, by, 60 

RAJ LAV AY OFFICIALS. 

tax deducted at soiirr€^ from salaries of, 102. 

RAl'E, 

auiiual mtoi'est, decJiieted in case of, 93, 131 
Dominion Income Tax, of, 387 
Income Tax of 5, 20, 05, 196, 307 

pfti'ct ot alteration of, 151, 196. 
how ai lived at, 4 
sanction of Parliament to, 4. 
aiir-tax of, 303 

weai and tear allowance*, ol, 129 et seq 


RATES. 

local, Si-lw^dule A, in relation to, 74, 76. 
owner's, 122 

RATES OF JNCOMI^ TAX, SUPER-TAX AND SUR-TAX, 
hiine 1907-8, table of, 482 et seq 


RATP:S of AVKAR and tear ALLOAVANCE, 487 et seq, 
RATJXC AND VALUATION ACT, 3(U. 

RECEIA’ER. 

non-resident, of, charge on, 241 
REDUCED RATE OF TAX, 38 

REFEREES, BOARD OF, 

appointment by Treasury of, 15 

decision tp prolits of non-msulent, by, 13, J42 

sur-tax on companies, appeals to, in respect of, 13, 329, 

wear and tear deduction, alteration by, 13, 134 

REGISTERED STOCK, 

assessment of interest on, 23, 95, 212. 

REGULATIONS, 

weekly wage earners*, m respect of, 114, 

RELATIA^E, 

maintenance of, allowance in respect of, 37. 
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RELEASE OF DEBT, 126. 

RELIEF, 

additional personal allowance, 34. 
age. 111 respect of, 32. 
assux'ance company', in case of, 372a 
children, 34 

daughter, in respect of, 37. 
dependent relative, 37 

Dominion Income Tax, on account of, 385 et acq 
Dominion possessions, income from, in respect of, 222. 
earned income, in respect of, 27 
farmer, to. in respect ot loss, 90 

foreign assurance company's expenses, in respect of, 372 et aeq^ 
foreign passessions, income from, iii respect of, 222 et aeq. 
housekeeper, 35. 

Irish Froe State tax, on account of, 418 

life assurance prom turns, in resjieet of, 38. 

loss. 111 respect of, 271 et aeq 

maintonance of property, on account of, 80 

marfrinal, life assurance premiums, iti respect of, 42. 

marginal, old age, 33 

marriorl woman and husband, in case of, 34, 61 

separattnl from husband, m case of, 56. 
separately assessed, in case of, 51. 
minors accumulated lncolTn^ in rosiioct of absolute interest, 356 

contingent interest, 362. 
mistake in return, in rea|)ect of, 72, 111, 208, 306 
non -resident, in case of, 6S 
old age, 32 

personal allowance, 34. 
reduced rate, 38 

taxed interest and dividends, m relation to, 335. 
taxj)aycr& over 65, of, 32 
trust company, in case of, 372. 

REMITTANCES, 220, 223. 

REMOVAL, 

exiienses of, as a deduction, 123. 


RENEWALS, 120, 131, 259. 


RENT, 

annual value, as basis of, 74. 

busmesb promises, of, deductions in respect of, 119, 121, 129, 144« 
debit in accounts for, 119, 144 
deduction of tax, from, 22, 82 

dwelling house used for biLsiness purposes, of, deductions in re.speot 
29, 106, 119, 121, 144, 160. 
exceeding gioss annual value, 77 
foreign, income from, assessment of, 222. 

minister of religion, of house of, allowance on account of, 29, 106, 432. 
rack rent, 74. 

school premises, of, as a charge, 262 
treatment of, under Schedule D, 119, 144. 

RENT FREE, 

residence, 2^, 86, 110, 457. 


M M 
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REPAIRS, 

agricultural and house property of, in respect of, 74 et aeq. 

claim tor repayment in respect of, 80. 

allowance lor, 75. 

business premises, of, deduction on account of, 144 

deduction in respect of, 74, 118, 

machinery and plant, of (Ase WEAR AND TEAR) 

tenant pays for, where, 76. 

tie<l house, 251 

REPAYMENT, 

accumulations, income, on, 352 

agricultural exhibition or show, in respect of, 364. 

allowances, in respect ol, 338 

almshouse, in respect of, 363 

banks, interest paid to, in reH{)ect of, 91, 371 

business loss, in respect oi, 274 

effect on subsequent assessments, 275. 
business newly set up, in case of, 291 
charitable institutions, in cose of, 361 
claiming, method of, 343 
contingent interest, 352. 

Corporation Profits Tax, of. Income Tax, in iclation to, 129 

Dominion Income Tax, in respect of, 3S5 tt tsvq 

double assessment, on ac(‘ount of, 349 

Excess Profits Duty, ot. Income Tax,m lelation to, 129. 

family allowances, in respect ot, 338 

farm, ot reduced profits, on account of, 88 

floods, on account of, under iSchedulcs A and B, 82, 90 

friendly society, in respect ot, 363 

grounds foi, generally, 335 

hO'i])itaI, 111 ri^spint ot. 363 

illiLstratiou of, iti case ot peisonal dedu(‘tioiis and allowances, 338. 
Income Tpx, ot, 335 vt w</ 

sui-tax 111 relation to, 304 
1 Ilf ants, in icsficct oi, 351 
instalments, by. 343 
instances of cUiiins toi, 335 

interest, paid out of taxed profits, in respect of, 371 

life assurance ])remiuiTis, in respect of, 342 

loss exceeding amount of taxed iiieomo, position as to, 274. 

lo.ss in business, in respect ot, 274 

machinery leased, by lessor, m respect of, 131 

mamttaiance of property, in respect of, 80 

method of claiming, 343 

new luisiiiess, in respect of, 291 

personal deductions and allowances, in respect of, 338. 

savings bank, in respect of, 363 

Schedule A, under, 80, 361 

Schedule B, under, 88, 361 

scientific institution, in respect of, 363 

section 34, under, 274 

taxed interest, etc , forming part of trading profits in relation 
to, 277 et aeq 

time allowed for claiming, 338 
university college, in respect of, 363 
vouchers required for. 345 

REPLACEMENT, 

machinery, etc., of, deduction on account of, 119, 130. 
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RESERVE, 

bad debts, for, 118 

general, inclusion in profits, 117. 

Incoino Tax, for — 
limited companies, 204 
private firms, 200. 

RESIDENCE, 

company, of, detenu 'nation os to, 217 <t stq 
ordinary, 221 

partnership, in case of, 217 et seq 

coiitroljncl by non-resident, 227 

assessment in case ol, 227 

place of, 217 
rent free, 110. 
taxpayer of, 217. 

RESIDUARY ESTATE, 

chanty, given to, 3()3 
income from, 453 et seq. 

RETURN, 

( omits 111 supiioit of, 04, (>0 
amended {see BACK DUTY) 

assessable iiuome osliinated, in absence of, 11 i>2 

a/^sessineni in absence of, 02 

bonus, as to, 103 

by agent ut iioii-icbident, 185 

direclois’ lees, as to, 103 

duty to coinplele, (»1 

employees as to, 103. 

lailure to make, penalty in (‘ase ol, 02 

inspector’s examination ol, 12 

interest from winch tax has bci*n tiediicted, of, nmlei Rule 21, 1.1.“). 
liability to make, 01, 103 

married woman aiul busband, m case of sejiaralc assi-ssincnt of, i52. 

m ies|)e<*t ol, Td 

mistake in, relict in lesjM'ct of, 72, 111, 208, 30.1 

non resident, by, 58, 185 

paitneiship, 184 

pennltv tor failing to make, 61 

salaiies, of, 103. 

savings bank depositois, ns to, 261, 304 
specimen, A]ipciidix III, 495 
statutoiy income, of, natuie of, 03 
wages, of, 103. 

weekly wag(‘ earners, as to. 103 


REVALUATION, 
year of, 78 

REVOCABLE TRUSTS, 3.10. 

RIGHTS, 

assessment, in connection with, taxjmyer of, 20 


MM2 



INDEX 


552 

ROYALTY, COPYlllGHT, 24, 155, 293. 
ROYALTY, MINERAL, 383 

ROYALTY, PATENT. 

dc3duction of tax from, 24, 120. 151 et seq 
xiot doducting from promts, 120. 

RUBBER ESTATES, 127 

RULES {ticc TABLE OF STATUTES) 


S 

SAL.AUY. 

adsctsHmont ot, 22, 100. 
oarriod abroad, 226 

paid tmo ol tax. aHseHsiiieiit of, 102, 443 
partnorH, ot, incLiision iii prolits, 120, 177, 184 
payablo abroad, 226 
return as to, by ernployoi, 103 

SAVINGS BANK, 

accounts, 261. 
exemption in case ot, 364 

ijiterc'st jiaid by, provisions as to, 261 , 364. 
manageniout expcuises, claim iii inspect of, 372 cl sc\ 
rntuiii ot dc'positoi’s with, 261, 364 

SCHEDULE A, 74. 

allowance for repairs uiidni, 75 
almshouse, exemption ot, unilei , 363. 
asse.sHment under, 21, 74 

revision of, 11, 77 

deduction of tax at source, under, 22, 82. 
deductions and allowances uiidc'r, 75 
earned income, under, 28, 86, 110 
exemption under, in case ot unoccupied house, 85. 
hospitals, excfmptioTi of, under, 363 
insurance, allowaii<*o in r«*rt|)ect of, under, 80- 
maintc^nanco, on account of, relief under, 77, 80. 
repairs, allowance in resfiect ol, under, 75. 
repayment of tax under, 80 
universities, exemption ot, under, 363. 

SCHEDULE B. 86 

assessable value ot land under, 87. 
assessment, under, 21, 86 
assessment under, revision of, 11. 
earned ineome under, 27 
farm, assessment of, under, 87 et seq. 
land, assessment of, under, 87. 
repayment of tax under, 88. 
veduation of land, etc., under, 86. 
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SCHEDULE C, 93. 

assessment under, 21, 93. 

deduction of tax at source from interest etc., i 
expenses deductable, 104 
I ate of Income Tax under, 9o. 


SCHEDULE D, 96. 

Additional CominiHsioners, assc.s.sincn1s by, under, 10. 
assessment of woodlands under, 90 
asseshineiii uiidoi. 21, 96, 116 H .seq , 212 et srg 
assessment under (ieneial Cominissioneis, by, 100. 

Special Commissioners, by, 100. 

C'liarge under, 90 

Corporation Protits Tax, dedui'tion in lespoft of, under, 129. 
discount, assessTiunt ot, 212 

dividends, public funds, iioiii, not exceeding 50/-, hnlf-yonrly, 94, 212| 

Dominion possessions, assessmont of, inc*onie from, under, 222 

Dominion aocMintiea, nssitssment ot, incuime liom, under, 220 

Excess I’rofils Duty, deduction in rc*spect of, undci, 129 

foreign dividends, assessment oi, under, 222, 245 

foreign possessions, assessment ot income from, iind(‘r, 222. 

foreign securities, 220 

intore^si, chargeable undoi, 151, 212 e* seq , 250. 
list of persons chargoublo undei, 11. 
profits cliargoable undoi . 96 
return under, 11, 12, 61 

lime for cornfilc^tion of, 01, 
subjects of chuige, (^ise 1 (trades, ote ), 07, 116 

LI (professions, ct< ), 97, 116 

III (iTiteiest, etc ) 98, 21 2. 

IV (foToign seciiiities, etc,) '♦8,220. 

V (foieigii jiohsesKions), 98, 220 

\'I (miscellaneous), 99 


SCHEDULE E, 100. 

appeal to Special Coinmissioiieis under, 111, 
assessment under, 22, 100 ef ,svq 
deduction of tax under, 102 


SCHEDULES, THE FIVE, 20, 74. 

SCHOLARSHIP, 

exemption of income fioni, 434. 


SCHOOL, 

ad|ustinent of accounts ut, 262. 

.‘harity, 362 

rent of promises cliargenlile in ease of, 262. 


SCIENTIFIC JNSTlTUTfON, 

exemption of, under Schedule A, 363 


SCRIP DIVIDEND, 207, 300. 
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SECURITIES, 

definition, 221 

Dominion and foreip^i, 220. 

sold cum dividend, 215, 311. 

SEPARATE ASSESSMENTS, 

Income Tax, for husband and wife, in respect of, 52. 
sur-tax, for husband and wife, in respect of, 320. 

SET OFF, 

losses against profits assessable under Case Vi, Sch. D, 208 
losses in business, in respoct of, 271 

SHARE PROFITS, 

assessment of, 207. 

SHARES FOREIGN AND DOMINION, 
income from, assessment of, 222. 


SHARES SOLD CVM DIVIDEND, 215, 311. 

SHEEP GRAZING. 92. 

SHIPPING PROFITS, 

relief from foreign and Colonial tav, m respoct of, 424. 
SHORT LOAN INTEREST, 152, 212, 337. 371. 

SLEEPING PARTNER, 

in business abroad, 226 
profits regarded as unearned, 31 

SOLICITOR, 

adjustment of accounts of, 264 


SOLICITOR TO THE BOARD OF REVENUE, 
appeals to High Court, in, appearance of, 13 

SPECIAL ASSESSMENT, 100. 

SPECIAL COMMISSIONERS, 

appeal to, 13, 68. 111. 

under Schedule E, 13. 111. 
appeals, inspector’s appearance before, 14. 
appointment, 13 
aaseBsmont by, 13, 68. 100. 305. 
domicil, facts as to, appeal to, 10, 68. 218 
facts, as to, finality of finding of, 14 
functions of, 13 
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SPECIFIC LEGACY. 4r)3 
SPECULATION PROFITS. 428 
SPINSTER, 

relative mairitainod hA”, allowanro in respect of, 

SPLITTIN(; ACCOUNTS, 102, 291 

SPORTING REGHTS, 86, 88. 

STALLION, 92. 

STANDARD RAI'E. 
ineoino Tax, of, 20 


STATUTE, 

consolidation of footed by Income Tax Art, 1018, 3 
construction of Taxing Acts, 17 

rolled on account ot improvements in eomplianee witli, 81 

STATUTORY INCOME, 

a( tual income distinguisliod from, 18 et aeq 

allowiinc on account ol life insurance dependent on, 40 

ascent am men t of, 18, 62 

assess me t of Income Tax bnaoel on, 18 

definitio of, 18 

farm, in ase of, 86 

fciim. Ill case of, whem basoel on lu'tual profits, SS 

illustrations diatingiiisliing actual income from, IS et aeq 

marriage, edfect of, on, 56 

ineHTiing of, 18, 26 

return of, 27, 61 

sur-tax, 304, 317 

widow of, for year of busViand's death, 57, 458 

STEAMSHIPS, 

wear and tear of, 134, 491 

STEPCHILD, 

allowance in lospe^ct of, 34 

STOCKBROKER. 

accounts, 265. 
interest paid to, ,*171. 

STOCK EXCHANGE, 
speculation, 428 

STOCK IN TRADE, 
certificate, re, 141 
loss by fire, 121. 
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STOCKJOBBER. 

adjustment of accounts of, 265. 

STOCKS, 

foreign income from, assessment of, 222 

sur-tax, avoidance of by dealings cum div. and ex div, 311. 

STRUCTURAL ALTERATIONS. 78. 

SUBSCRIPTIONS, 

protesBional societies, 105. 
trade association, 127. 

SUBSIDIARY COMPANY, 125, 322, 328 

SUBSTITUTED SECURITIES, 224 

SUCCESSION, 

date of, 172. 310. 

principle of, 172. 295 

wear and tear allowance in case of, 133 

SUPERANNUATION FUND, 

position in regard to, 434 
subscriptions to, 106, 120, 129, 391. 

SUPER TAX, 3, 301 

SUPREME COURT, 

Pay Oiiice, payments through, 346. 


SURCHARGE, 

assessment of. by inspector, 13. 
time limit for 70, 306. 


SURTAX, 

allowances not deductible for. 304. 

annuity paid free of tax, treatment of, 308, 449. 

appeal, re, 305 

assessment, 306 el seq 

assurance contracts and, 313 

avoidance of, by non-distributioii of income of a company, 321 

dealings in stocks and securities, ctim div. and ex dtv., 311. 
beneficiaries, 308, 452 et aeq 
bonus shares, with regard to, 309 
charitable subscriptions and, 360 
computation, 313 

cum div , with reference to shares bought, 311. 
date of payment, 301 
death, charge m case of, 303. 
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SUR-TAX (contimicd). 

deductions allowed, 304 et aeq 
deferred instalment of Income Tax, 301 

dividends, relief where more than lull year’s income ia received in one 
year, 308. 

Dominion Incoino Tax in relation to, 410. 
earned income, 304 

eiror or mistake, relief in resjieet of, 20S, 305 
expenses of Crovm seivants abroad, 304 
first introduction of, 3 

Income Tax assessment, with regaicl to, 306. 

Income Tax not deductibks 304 

income taxed at source, with regnid to, 307 

infants, on income of, 331 

life insurance premium, no deduction for, 304. 

liquidator's liability for 310, 324. 430 

marned woman and husband, in ease of, 319 

minors, on, 331 

more than full yeai’s iiicoinc in one y*'ai, 308 
National Savings Certificates, exemption of, from, 96. 
non -resident, jiosition ot, in regard to, 307 
notice served outside Uiiiif*fl Kingdom, 307 
rates of, 20 

repayment of Income Tax claimed under § 34, m relation to, 304. 
repayment on account ot maintenance of property in relation to, 304. 
residence of recipient of income, 306 
scholarship, iiK'ome fiom, exemption from, 434 
scrip dividends, 309 

separate assessment for liiisband and >^ife made for, 319. 

Special Commissioners, assessed by, ,305 
statement, pniparation of, 317 
statutory income for, 304, 317. 

stocks or securities, avoidance of, by dealings cum and ca div , 311. 
substituted securities, 224 
time limit for assessment, ,305 

undistributed profits on liquidation of company, 310, 324. 


T 

TAXABLE INCOME, 
definition of, 37. 

TAXATION AT SOURCP]. 

(iSflc DEDUCTION OF TAX AT SOURCE.) 

TAX COMPOUNDED INTEREST, 96. 

TAXED INTEREST. 

{^Sec INTEREST, TAXED.) 

TENANT, 

deduction of tax from rent by, 22, 82. 
TENANT FOR IJFE, 
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TENEMENT. 

{See LAND ) 

TENEMENT DWELLINGS, 

doduction of tax at souioe not applied to 22, 84. 

TIED HOUSE, 

expenditure in regard to, as a deduction, 251 
TIME, 

additional assessment, for, limit of, 70, 452 
appeal, for, 68, 306 
Dominion tax relief, 389. 
repayment of tax, for claiming, 338 

in case of infant, 351 et seq 
„ ,, ,, loss {eee LOSS) 

„ „ management expenses, 361. 

surcharge, for, limit of, 70. 

TITHE RENT CHARGE, 75, 87. 

TITHES, 

assosbinerit of, 87, 98, 212 
deduction of, for Schedule A, 75 

TOOLS, 

deduction for, 112 

TOTAL INCOME (.^ec STATUTORY INCOME), 

TRADE. 

earned on by chanty, position as to, 361 
expenses, deduction in respect of, 116 ct seq 
income from, charge in respect of, 96, 116 et seq 

TRADE ASSOCIATION, 

subscription to, deduction in ros|)oct of, 127. 

TRADE UNION, 

exemption of, 363 

TRAVELLING EXPENSES, 

members of Parliament, of, 57 
under Schedule p], 104 

TREASURY, 

collectors, appointment by, 12 

Commissioners of Inland Revenue, control over, 8 

General Commissioners, clerk to, payment by, 12. 

inspectors appointed by, 12 

Referees, Board of, appointed by, 15. 

Special Commissioners, appointed by, 13. 
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TREASURY BILLS, 

discount on, assossmoiit of, 212 

TRUST COMPANY, 
relief in case of, 372 


TRUSTEE, 

flMhOssment of, 351, 452 et seq 

minor, luconii' of assessable upon, 331, 351 

claim for lepayment in ies| e'( t of, by, 331, 352 
remuneration of, 455 

TRUSTEE SAVING BANKS, 
exemption in case oi, 370 


TRUSTS. 

revocable, iieatment of iiK'orno undo;, 356. 


U 

UNCERTAIN ANNUAL V'ALUE, 
jirofits ot, 98, 212 

UNCOMPLETED CONTRACTS, 441 
UNDER DEDUCTION OF TAX, 196 
UNDERWRITERS’ ACCOtNTS, 266, 268 

UNDER\VRnTN(J PROFITS, 299, 130 

UNEARNED INCOME, 
definition of, 31 

fust introduction of principle of, 3 

UNEMPLOYMENT INSURANCE CONTRIBUTIONS, 129 

UNITED KINGDOM, 
definition of, 17. 

UNIVERSITY, 

exemption under Schedule A, in case of, 363 

UNTAXED DIVIDENDS 

{S c DIVIDENDS, UNTAXED ) 

UNTAXED INTEREST. 

{See INTEREST, UNTAXED.) 

UTENSILS, 

cost of, as deduction from profits, 118 
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V 

VALUATION, 
land of, 74. 

under Schedule B, 86. 

VENi>JNO AGREEMENT. 175, 310. 

VENDOR OF BUSINESS, 175, 310. 
on Sale, ciun dtv^ 215 

VICTORY BONDS, 216. 

VOCATION {see BXTSINESS). 

VOLUNTARY PAYMENTS, 37 101, 117, 133, 449 
VOLUNTARY PENSIONS, 101. 

VOUCHERS 

required foi rcjuijinont, 34.j 


w 

WAR PENSIONS, 441 
WAR STOCK, 

dividends paid vnthoul deduction of tax on, 23, 94, 95, 212, 
cxeiin)tjon ot noii-iosidcnts, 95 


WASTlNc; ASSETS, 

nitiato giouiids, 125 

WATERWORKS, 

CLSSOSsnient of, 96 

WAYS AND MEANS, COMMITTEE OF, 

elfct t ot resolution of, in regard to rate of tax, 5 

WEAR AND TE \R, 

alloA^ance aiUied tfy loss, 278 
allowance foi, 106, 130, 258, 278, 282, 367. 
allowance, rates applicable to, 487 
appeals, re, J5, 134 

basis of calculation of allowance for, 132 
carry forward, re, 130, 282 
co-operative society, 367. 
farmers, and, 134 

law library, not plant and machinery, 134. 
loss and, 278, 282 

plant and machinery, of, allowance in respect ot, 106, 130. 

steamships, of, 134, 441. 

trade fixture.s, etc , 130 

woodlands, allovance to occupier, 130 



WEEKLY PROPERTY, 
aHsossment of, 22, 84. 
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WEEKTA' WAGE EARNER. 

appeal by, 114. 
assossniont of. 111. 

(loductionR in case of, J12. 

(leteimination as to who is assessable as, 112. 
roj^ulations, in respect of, 114 
return as to, by employer, 103. 

WHITE PAPER, 480. 

WIDOW, 

assessment of, 56, 458 

for first year of widowhood, 56, 458 
child of, female having charpo of, allowance in rospei't of, 3“i. 
housekeeper to, allowance in respect of, ,35. 
resident abioad, 58 
sur-tax, assessment of, 458 

WIDOWER, 

<-Inld of, lemale having cliarge of, allowance in respect of, .35« 
housekecpiu* to, allowance in respect of, 35. 

WIDOWS*, ORPHANS' AND OLD AGE C'ONTltlRI^TOR V PENSIONS 
CONTR I TUITIONS, 41 

WIPE, 

allowance in respect of, 33 
n>s husband’s agent, 227. 
earned income in case of, 27, 34 
income of {ftee MARRIED WOMAN ) 

WOODLAND, 

assessment in ros[30ct of, 90. 


Y 

VAC'H’I'. 

peihon living on, resident. 23 J 
YEARLY INTEREST. 24, 151, 212 


YEAR OP ASSESSMEN T, 
definition of, 18 







